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Chapter 1 


The Long-Term Perspective 


| po of poverty and attainment of eco- 
і nomic self-reliance аге the two strategic goals 
lat the country has set for itself. Our Plans derive 
ieir basic inspiration from these objectives. The 
evelopment perspective covering the period 1974-75 
] 1985-86 sketched out here, has been conceived in 
lat light. It seeks to delineate the structural changes 
lat would be involved in the progress of the economy 
)wards the cherished national goals over the decade or 
) extending to the mid Eighties. 


I 
DEMOGRAPHIC PERSPECTIVE 


Size of Population 


1.2. The demographic perspective for the reference 
period underlines the enormity of the task before the 
country. Он certain assumptions in regard to the 
success of the family planning programme and the 
consequential decline in the birth rate and on the 
basis of continued improvement in the average expec- 
tation of life at birth, the total populatien has been 
estimated, as on first March, to increase from 547 
million in 1971 to 581 million in 1974 and 705 
million in 1986. The assumptions underlying the 
population projections are given below: 


Table 1: Assumptions Underlying Population Projections : 1971-86 


birth 


P grosss fertility rate average expectation death growth 
Jeriod decline com- absolute ^ of life at birth rate rate rate 
| pared to the level (years) 
| previous — (per thousand of population) 
| quinquennium males females 
| (percent) 
TO) а) (2) (3) (4) (5) (6) 0) 
97126 . д ` D 5 A 10 0.167 51.3 49.6 35.57 15.23 20.34 
976-831 . 5 А я қ T 20 0.134 53.8 52.6 29.57 12.81 16.76 
981-86 ; > $ қ ` 3 20 0.107 56.0 55.3 24.82 11.14 13.68 
Note : The projections relate to mid-year of the period. d 
1.3. Population projections based on the above assumptions are given below: 

Table 2: Population, Actuals for 1971 and Estimates for 1974, 1979, 1984 and 1986 

(As on first March) 

(in million) 
par/age group males females total year/age group males females total 
___(0) в) (2) (3) 

971 > 0—14 116.9 109.7 226.6 © EI © 
АШЫН 90.8 87.3 178.1 1984 0—14 122.4 116.4 238.8 
жетелі 60.7 52.9 113.6 
60+ 15.0 13.6 28.6 15—34 129.6 122.4 252.0 
total 283.4 263.5 546.9 35—59 80.5 1332. 154.2 
174 . 0—14 121.8 114.4 236.2 60+ 21.6 19.2 40.8 
| 15--34 98.3 94.3 192.6 
ДАГ, OHNE zo ne. total 354.1 | 331.7 685.8 
604- 16.1 14.5 30.6 1986 
total 301.0 280.2 581.2 0—14 120.1 1146 234.7 
979 5 0—14 125.7 118.5. 244.2 15—34 136.8 128.6 265.4 
15—34 113.0 107.6 220.6 
* 5 RU З 5 
35—59 72.3 64.7 137.0 3529 & sil is 
604- 18.5 16.5 35.0 604- 23.0 20.5 43.5 
total 329.5 307.3 636.8 total 363.9 341.3 705.2 


1.4. The increase in population in the 12-year 
perspective period has thus been estimated at 124 
million. If family planning is less of a success than 
assumed above, the total increase in population would 
be even larger. It is of the utmost importance that 
family planning must achieve at least that much 
success as has been assumed for the above projec- 
tions. Given the needed effort, it is an attainable 
target. The measures for this have been discussed 
in the concerned Chapter. 


Age Structure 


1.5. If the birth rate declines as assumed in the 
above population projections, this will improve the 
age structure of the population as indicated below : 


Table 3 : Age Structure of the Population, Actuals 
for 1971 and Projections for 1974, 1979, 
1984 and 1986 (As on first March) 


а? (percentage) 
age group 1971 1974 1979 1984 1986 
10) (1) (2) (3) (4) (5) 
0-4 158 149 132 112 10.6 
Tie Q5 was Tine 25.2 236 227 
15—59 53.4 541 56.1 592 60.5 
60+ ; Sig) 554(:255- 260 62 
Taal 100.0 100.0 100.0 100.0 100.0 


1.6. The progressive decline in the share of 0—14 
әре group from 41.4 per cent of the population in 
1971 to 33.3 per cent in 1986 will mean a welcome 
reduction in the dependency ratio which will have a 
beneficial impact on living standards and capacity to 
save. The age-group 5—14 represents the school 
going children. The decline in the share of this 
group from 25.6 per cent in 1971 to 22.7 per cent 
in 1986 will make it a little less difficult to ensure 
universal elementary and middle school education. 
The targetted reduction in the birth rate is of impor- 
tance not only from the standpoint of restraining the 
growth of the total population but also for reducing 
Ше a pendency, ratio and the pressure on school 
acilities, 


Urbanisation 


1.7. The rising trend in urbanisation is expected 
to continue over the perspective period. The natural 
growth of the urban population will be supplemented 


by migration from the rural areas. These projector 
are given below : | 


Table 4 : Urban Population, Actuals for 1971 am 


Estimates for 1974, 1979, 1984 and 198 
(As on first March) 


(іп million) 


urban total col. (1) as pe 
population population cent of col,( 


0) йі) (^ зө 
1974 пий» дығы? 21) 108.9 546.9 19.9 | 
japanese 1015 119,9 581.2 20.6 
ШО. . 19.5 636.8 21.9 
ИНЕ” . . 160.2 685.8 23.4 | 
ОН. 168.8 705.2 24.0 


1.8. The rate of growth of the urban population j 
expected to slow down over the perspective регіо 
This reflects the decline in the overall rate of gro 
of population from an average of 2.18 per cent 
annum in the quinquennium 1966—-71 to 2.03 
cent in 1971—76, 1.68 per cent in 1976—81 à 
1.37 per cent in 1981-86. Nevertheless the abs 
lute increase in the urban population over the pe 
pective period works out to 48.9 million. This givi 
an idea of the additional employment opportuniti 
housing and civic amenities that would 
required over the next 12 years. Besides, there is a 
the existing huge backlog. In order that the above рг 
jections of urban population аге not seriously upset | 
will be necessary, besides achieving the postulated di 
cline in the birth rate, to prevent an accelerated exody 
from the rural areas to the towns. This underlines fli 
need for significant improvement in the living cond 
tions of those strata of rural population who have tli 
weakest links with the village, namely, rural artisant 
agricultural workers and marginal farmers, as alsi 
for improvement-in the general quality of rural life 
It is only through minimising the extent of the ай 
rential in terms of living conditions between the tow 
and the country that the process of migration t 
wards the cities may be stabilized at a level which 4 
not require an undue amount of investment for pro 
viding urban infrastructural facilities. 


Labour Force 


1.9. A deceleration in the rate of growth of popu 
lation affects the growth of the labour force onl 
after a lag of about 15 years. The impact of an 
decline in the rate of growth of population that take 
place now will be felt only after 1985-86. Over tli 
next 12 years, the population explosion of the last 11 
years will be reflected іп the labour force explosion 


n the basis of the participation rates by age, sex and 
residence observed in 1971, the labour force (as dis- 


tinguished from the working age population) has been 
estimated as follows: i 


Table 5: Labour Force: Actuals for 1971 and Projections for 1974, 1979, 1984 and 1986 (As оп first 


| March) 
(in million) 
year rural urban all India 
male female total male female total male female total 
{ ©) a) (2) [9 (4) (5) (6) (7) (8) (9) 
і тс 
19711. 111379. 25.3 138.6 28.2 3.2 31.4 141.5 28.5 170.0 
1974. . oe 51252 УАЙ 148.3 31.2 3.6 34.8 152.4 30.7 183.1 
1979 : эм 325%) 30.7 166.2 37.3 4.3 41.6 172.8 35.0 207.8 
| 
1984 с . 152.4 34.6 187.0 43.7 5.1 48.8 196.1 39.7 235.8 
5.4 51.9 206.2 41.7 247.9 


1986 . 1 1159 1f 36.3 196.0 46.5 


- E 
1 
H 


| the earliest. 


1.10. The participation rate@ works out to 31.1 
er cent іп 1971, 31.5 per cent in 1974, 32.6 per 
ent in 1979, 34.4 per cent in 1984 and 35.2 per cent 
n 1986. The improvement over the perspective 
eriod works out to 3.7 perecntage points. Even so, 
he participation rate will be much below that observ- 
d in the advanced countries. The estimated addi- 
ion to the labour force is about 65 million. This 
lone is more than three and half times the 
resent level of employment in the entire orga- 
lised sector, including both public and private sectors. 
n addition there is the huge backlog of unemploy- 
nent, under-employment and thin (very low pro- 
luctivity) employment. Employment is perhaps go- 
ng to be the most important challenge to develop- 
nent planning during the perspective period. The 
ipproach to expansion of employment opportunities 
las been given in the concerned Chapter. 


II 
SELF-RELIANCE 


1.11. The objective of self-reliance, to be realis- 
d within a definite time-schedules, was formulated 
xplicitly for the first time in the Third Plan : 


“The balance of payments difficulties the coun- 
try is facing are, it must be stressed, not 
short-term or temporary; they will continue 
for several years to come. The external 
assistance is essential for this period, but 
the aim must be to make the economy more 
and more self-reliant, so that it is able to 
support within a period of 10 or 12 years 
an adequate scale of investment from its 
own production and savings. Normal inflow 
of capital may continue but reliance on spe- 
cial forms of external assistance has to be 
reduced progressively and eliminated. The 
Third Plan represents a very crucial stage 
in this process". 


@ Excluding the workers in the age-group O-14 years. 


1Excludes those shown as workers in the 1971 Census іп the age group 0—14. It has been assumed that child labour will be abolished at 


1.12. The Third Plan formulation of the self-re- 
liance objective contains three essential ideas. "These 
аге: 


(1) Self-reliance means elimination of special 
forms of external assistance. 


(2) Seif-reliance cannot be achieved forthwith 
and has to be phased over time. 


(3) The justification for external assistance dur- 
ing the intervening period must be that it 
helps to build up the growth potential of 
the economy to the level where it can 
support an adequate level of investment 
from its own production and savings. 


1.13. The Fourth Plan sought to concretise the time 
phasing for realising the goal of self-reliance. The 
objective was laid down as “reducing foreign aid, net 
of the debt servicing (inclusive of interest payment) 
to half of the current level by the end of the Fourth 
Plan and to eliminate it altogether as speedily as- 
possible thereafter”. Further, in the long-term pers- 
pective of development delineated in the Plan docu- 
ment, it was projected that by 1980-81 the country's 
foreign exchange receipts from exports, invisibles and 
private capital transactions would be adequate to 
meet import requirements as well as interest obliga- 
tions on foreign debt. It was thus visualised that the 
country would dispense with gross concessional aid 
by 1980-81 except to match debt repayments. The 
actual progress during the Fourth Plan period has 
been in line with anticipations. The objective of re- 
ducing net aid to one-half of the pre-Plan level is 
expected to be realised. 


1.14. In the last year of the Fourth Plan, there 
have been two major developments affecting our 
balance of payments. A severe and widespread 
drought in 1972-73 has once again obliged us to 
undertake large imports of foodgrains at unpreceden- 
tedly high prices. Secondly, the world prices of 
several of our major import items like POL, steel, 
non-ferrous metals, fertilisers and newsprint have 


risen sharply. This, together with the heavy burden 
of debt service payments, has put considerable strain 
on our balance of payments. However, the balance 
of payments projections for the Fifth Plan have been 
worked out on the assumption that effective measures 
would be taken to neutralise the recent adverse trend 
in our terms of trade, thus bringing about sufficient 
improvement in the balance of payments so as to 
meet, by 1978-79, the maximum amount of our 
foreign exchange requirements, other than debt ser- 
vice charges, from our own resources. The envisag- 
ed net aid during the Fifth Plan period works out to 
only 3.1 per cent of total investment and 4.6 per cent 
of public sector investment as against the correspond- 
ing figures of 8.2 per cent and 13.6 per cent in the 
Fourth Plan. 


1.15. The policies and measures contemplated for 
the Fifth Plan for improvement in the balance of 
payments will make it possible to progressively app- 
roach full self-reliance, in the sense defined in the 
Third Plan, during the Sixth Plan period and the 
first two years of the Seventh Plan. It is thus visua- 
lised that by 1985-86 we would be in a position to 
meet the maximum amount of our foreign exchange 
requirements, including debt service charges, from 
our own resources, thus obviating the need for any 
siguificant inflow of concessional aid. There would, 
however, still be room for inflow of foreign capital on 
normal commercial terms. The long term perspective 
has been worked out on that basis. 


1.16. Self-reliance would lose much of its signi- 
ficance if it were associated with a low rate of growth. 
What we seck is a dynamic self-reliance where the 
rate of growth is accelerated, while, at the same time, 
developing the capability tó sustain it essentially from 
our own resources, It is thus envisaged that by 
1985-86 economic growth would be basically self- 
sustaining at a rate of 6.2 per cent per annum, which 
would be the highest ever attained by the economy on 
a sustained basis. 


1.17. The progress towards full self-reliance is 
brought out in the balance of payments projections for 
1978-79, 1983-84 and 1985-86 as given below : 


Table 6: Balance of Payments Projections : 1978-79, 
1983-84 and 1985-86 


(Rs. crores) 

1978-79 1983-84 1985-86 

(0) а 2 G 

current account | 
1. trade 

(i) exports 2890 4170 4770 
(ii) imports . : . (—)3100 (--)3670 (—)4200 
2. services (пе) . > М ў 31 85 130 
3. current transfers (net) — . 4 69 80 90 


4. investment income (пе) . 
(i) debt servicet . 


(ii) other than debt service . (—)55 
5. total (—)353 


(—)188 (—)220 (—)230 
(965 (—)70 
380 490 


propor Ө) 0) D 
capital account 3 
1. private capital (net) . д . (18 (—)20 (320 | 
2. banking capital (net) 5 ob = — 1 
3. official capital (net) . 2 . (910 (—10 (—)1 | 
4, debt servicet (-)322 (-)350 (—)3 
5. assistance to foreign countries . (—)60 (—)80 (—)8 
6. lag between export shipments and 
receipts. и * . (20 (520 (-) 
7. total . (—)430 (—)480 (—)49 


gap! (—)783 (—100 
iExcluding payments on PL 480 rupee debts and deposi 
Correspondingly, the receipts on both current and capit 
account exclude the amounts arising from the US disbursement 
of the funds thus accruing to them. 


1To be met by gross external assistance, IMF drawings ani 
draft on reserves, if the need arises. 


1.18. The overall gap that would need to 
filled by gross external assistance or net draft op 
reserves or drawings from the International Mont 
tary Fund has been projected to decline from Rs. 78) 
crores in 1978-79 to Rs. 100 crores in 1983-84 аш 
on present assumption should altogether «ізаррей, 
in 1985-86. i 
Exports 1 

1.19. A vigorous and sustained export effort is ci 
cial to the self-reliance objective. The exports һај 
been projected to grow at the rate of 7.6 per cent 
annum during the Fifth and the Sixth Plans and 
7 per cent thereafter. The total has been estimati I 
to rise from Rs. 2000 crores in 1973-74 to Rs. 289 
crores іп 1978-79, Rs. 4170 crores in 1983-84 ақ 
Rs. 4770 crores in 1985-86. 


. 1.20. With its enormous reserves of high gra | 
iron ore, India has a great potential for producti 
and export of iron and steel. The world trade 
iron and steel is now of the order of $ 16.90 billi 
and it is growing at the rate of more than 10 per c 
annually. The country, being among the сһеарёс 
producers of steel, must strive to secure a due shal 
in world exports. The first task, of course, is to su 
titute the greater part of the present large impo 
by expanding domestic production. The next sta 
to be reached in the Sixth Plan, would be to gener: 
growing export surpluses. И is envisaged that 
exports of steel would expand to around 1.5 milli 
tonnes in 1983-84 and 1.6 million tonnes in 198% 
86 and that, in addition, there will be sizeable eX. 
ports of pig iron. These are quite modest targe 
in relation to the estimated volume of world trad; 
in iron and steel at that time. 


1.21. Among the non-ferrous metals, aluminiuil 
has substantial export potential. The large reservi 
of bauxite make it possible to raise the output 
aluminium several times the present level of aro 
190,000 tonnes, thus not only meeting our own m 
quirements but also generating substantial exportabl; 
surpluses. It would pay us to export aluminiu 
rather than bauxite or alumina. In fact, this is Г 
way we can, indirectly, export even our low grae 


T. 


al, by using it to produce electric power which the 
ighly power intensive aluminium industry requires. 


1.22. Engineering goods is another area with a 
ery large export potential. The world trade in en- 
neering goods was of the order of $ 73.80 billion 

1970. 1t is expanding at the rate of more than 
0 per cent annually. It is surely possible for us to 
aim a due share of it. Engineering industries are 
(еп both high skilled and labour-intensive. We 
eet both the requirements. There is a large pool ot 
Шей and semi-skilled manpower and it can be ra- 
Чу enlarged. The country has also enough resour- 
8, provided these are adequately developed, to meet 
е iron and steel requirements of engineering indus- 
ies from domestic production at reasonable prices. 
. diversified structure of engineering industries, some 
` them approaching advanced world standards, has 
en created. Engineering goods are already among 
ir most important export items. We can build on 
e success already achieved. Taking into account 
| these favourable factors a high rate of growth has 
sen projected for exports of engineering goods. 
hese exports have been envisaged to increase from 
s. 185 crores in 1973-74 to Rs. 400 crores in 1978- 
), Rs. 750 crores in 1983-84 and Rs. 900 crores 

1985-86. These targets are more modest than the 
ies visualised by the Export Council for Engineer- 
g Industries. 


1.23. In recent years there has been a rapid ex- 
insion in the export of pearls and precious stones, 
wellery, carpets and other handicrafts. We have 
eat advantages of skill and abundant manpower in 
ese fields. Exports of these items have, therefore, 
en projected to maintain their high rate of growth 
er the perspective. The total value has been pro- 
cted to rise from estimated Rs. 125 crores in 1973- 
| to Rs. 220 crores in 1978-79, Rs. 400 crores in 
83-84 and Rs. 480 crores in 1985-86. 


1.24. The long coast-line and the vast oceans 
ake it possible for us to cater to the rapidly grow- 
g world demand for fish. In fact this has been а 
pidly expanding export item in recent years. An 
mense potential awaits exploitation. This has been 
nsidered a major field for export promotion during 
e perspective period. The exports of fish and fish 
eparations have been projected to grow from esti- 
ated Rs. 70 crores in 1973-74 to Rs. 150 crores in 
78-79, Rs. 250 crores in 1983-84 and Rs. 325 
ores in 1985-86. The projections given here are on 
e modest side compared to those put forth by the 
levant agencies. ” 

1.25. Exports of leather manufactures have risen 
ry sharply in recent years, mainly due to sharp 
e in world prices. From just Rs. 72 crores in 1970 
, the exports rose to Rs. 176 crores in 1972-73. 
le current estimate of Rs. 150 crores for 1973-74 
ay well be exceeded. It has been envisaged that 

the perspective period the exports of leather and 
ther manufactures would maintain a rising trend, 
en if it is considerably moderated. The total value 
S been projected to grow from Rs. 150 crores in 
73-74 to Rs. 185 crores іп 1978-79, Rs. 235 
ores in 1983-84 and Rs. 270 crores in 1985-86. 
iere is also a large potential for export of footwear. 

slowly rising trend has been projected for this 


item. The total value of exports has been estimated 
to grow from Rs. 15 crores in 1973-74 to Rs. 26 
crores in 1978-79, Rs. 40 crores in 1983-84 and 
Rs. 50 crores in 1985-86. 


1.26. A large expansion in the exports of iron 
ore has been projected for the Fifth Plan period, the 
total value rising from an estimated Rs. 125 crores 
іп 1973-74 to Rs. 230 crores in 1978-79. Тһеге- 
after the exports have been projected to more or less 
level off as it would be more economical to export 
iron and steel and engineering goods than to export 
iron ore. 


1.27. Cotton textiles being labour intensive are 
ceasing to be economical for labour-scarce high-wage 
advanced economies. At the same time, there are 
signs of shift in consumer preference in several coun- 
tries in favour of cotton textiles. The sharp rise in 
the price of petroleum may also work to the advan- 
tage of cotton textiles in relation to synthetic fibre’ 
fabrics. As a result of these developments, the 
export outlook for our cotton textiles is generally 
judged to be quite promising. The exports have been 
projected to grow, in the case of mill-made textiles, 
from estimated Rs. 165 crores in 1973-74 to Rs. 225 
crores in 1978-79, Rs. 300 crores in 1983-84 and 
Rs. 350 crores in 1985-86, and for handloom fabrics, 
from Rs. 25 crores in 1973-74 to Rs. 35 crores in 
1978-79, Rs. 50 crores in 1983-84 and Rs. 70 
crores in 1985-86. If the export markets for cotton 
textiles are developed in a planned way including, in 
appropriate cases, negotiation of long-term arrange- 
ments, the above projections may well be exceeded. 
There is a good export outlook also for raw cotton, 
sugar and coal which has been reflected in the projec- 
tions. 


1.28. While there is a ready and remunerative ex- 
port market for oil cakes, there would be an expand- 
ing domestic demand as the envisaged programmes 
for accelerated development of animal husbandry pick 
up. Only a modest rate of growth in exports, has, 
therefore, been projected for this item. The total 
value has been estimated to rise from Rs. 50 crores 
in 1973-74 to Rs. 73 crores in 1978-79, Rs. 100 
crores in 1983-84 and Rs. 110 crores in 1985-86. 


1.29. Chemicals and allied products, rubber tyres 
and tubes and cement are some of the other non- 
traditional items which have been anticipated to show 
substantial growth in exports over the perspective 
period. Marginal or modest rates of growth have been 
projected for traditional items like tea, coffee, jute 
manufactures, tobacco, cashew kernels and spices. 
The recent rise in the price of petroleum has improv- 
ed the competitive position of jute manufactures in 
relation to synthetic materials. "There is thus a chance 
that the export outlook for jute manufactures may 
become more favourable than currently projected. 


1.30. Detailed export projections have been given 
in Annexure I. 


Imports 


1.31. The varied resource endowment of the coun- 
try and the size of the internal market make it possi- 
ble to produce economically a large number of items 


which together account for a substantial proportion 
of the import bill. By developing domestic produc- 
tion it may be possible to altogether avoid imports 
in some cases such as most categories of mild steel. 
nitrogenous and phosphatic finished fertilizers and 
many items of plant and equipment and reduce or 
restrain them in other cases like non-ferrous metals. 
There would also be cases where the requirement 
can be met by a domestically produced substitute 
item, for example, coal and hydro-power тау be 
substituted for imported liquid fuels and aluminium 
for imported copper. The needed improvement in 
the balance of payments requires that all such oppor- 
tunities for economical import substitution must be 
availed of by developing selectively and in a phased 
manner, the domestic production of relevant items. 
"This would be a major thrust of policy during the 
Fifth and Sixth Plans. The production programmes 
oriented to this objective proposed to be initiated in 
“һе Fifth Plan will yield their full benefits during the 
Sixth Plan period. It is on this account that it would 
be possible to contain in the Sixth Plan the rate of 
growth of imports to 3.4 per cent per annum as 
against 7.6 per cent per annum for non-food imports 
in the Fifth Plan. For the period upto 1985-86, 
the rate of growth of imports over the base level of 
1978-79 will work out at 4.4 per cent. This is ex- 
plained by the fact that towards the end of the pers- 
pective period, obvious avenues for import substitu- 
tion will have been fully exploited and corresponding- 
ly a stronger positive correlation between the rate 
of growth of Gross Domestic Product and imports 
may have to be allowed for. On this basis, the rate 
Browth of imports for the last two years of the 
perspective period has been estimated at 7 per cent 
per annum. 


1.32. The imports of metals, ores and scrap have 
been projected to decline from Rs. 380 crores in 
1978-79 to Rs. 340 crores in 1983-84 because the 
imports of mild steel have been estimated to come 
down sharply consequent to development of domestic 
production. The projected risc in imports to Rs. 405 
crores in 1985-86 is explained by the fact that while 
no further decline in the import of steel has been 
considered possible, the imports of non-ferrous metals 
have been estimated to go up substantially. 


1.33. The imports of machinery апа transport 
equipment have been projected to go up modestly trom 
Rs. 964 crores in 1978-79 to Rs. 1010 crores in 
1983-84 and Rs. 1035 crores in 1985-86. In this 
„агеа two mutually off-setting movements have been 
visualised. On the one hand, the growth of domes- 
tic. engineering industries will obviate the need for 
import of a growing number of categories of plant 
and equipment, while on the other hand, progress of 
world science and technology will require new items 
to be added to the list of our imports of equipment 
and machinery. Тһе net result of these develop- 
ments has been projected as a mildly rising trend in 
imports of engineering goods. 


1.34. The total imports of crude petroleum, petro- 
leum products and lubricants have been projected to 
rise from Rs. 811 crores in 1978-79 {о Rs. 1240 


crores in 1983-84 and Rs. 1500 crores in 1985-86. 
This is accounted for by the fact that, pending dis- 
covery of large new reserves, output has been assumed 


to grow from 12 million tonnes in 1978-79 to only 15 | 
million tonnes in 1983-84. The 1985-86 output has | 


been assumed at the same level as for 1983-84. In the 
meantime, even after taking into account fairly rigor- 
ous curbs on the consumption of petroleum products and 
considerable progress in restructuring the energy base 
towards much greater use of coal and hydro resources, a 


substantial increase in demand for liquid fuels һаѕ been | 


projected. In fact, the POL are by far the most im- 
portant item accounting for the projected increase in 
total imports over the perspective period. This under- 
lines the need for massive efforts for direct and indirect 
import substitution in regard to POL. t 


1.35. The import of fertilisers and fertiliser raw 
materials has been projected to grow from Rs. 270 
crores in 1978-79 to Rs. 330 crores in 1983-84 and 
Rs. 380 crores in 1985-86. The increase is accounted 
for by growing imports of potassic fertilisers and sul- 
phur and rock phosphate for production of phosphatic 
fertilisers. No imports of finished nitrogenous and phos- 
phatic fertilisers have been contemplated in 1983-84 
and 1985-86. 


1.36. Among the other imports, the most important 
items are semi-precious stones and raw cashew nuts. 
These have to be imported to feed our exports of 
finished precious stones and cashew kerneis. It has 
been assumed that by 1983-84 we would have achiev- 
ed near self-sufficiency in newsprint and pulp. Іп ге- 
gard to raw cotton and vegetable oils near self-suffi- 
ciency has been assumed. 


Invisibles 


1.37. The main thrust in the area of invisibles 


would be to develop shipping and tourism and to take | 


effective measures for prevention of leakage of remit- 
tances of Indian nationals abroad into unofficial chan- 
nels The relative stability of the projected interest 
comiponent of debt service reflects the assumption that 
the bulk of fresh external assistance would be avail- 
able at soft terms. 


ш 
REMOVAL OF POVERTY 


1.38. Economic development during the two de- 
cades since the inception of planning has resulted in a 
sizeable increase in average per capita income. There 
is no doubt that living conditions have improved 
everywhere, even in the most backward districts. Yet 
large numbers have remained poor. 
poverty is incompatible with the vision of an advanced, 
prosperous, democratic, egalitarian and just society 
implied in the concept of a socialist pattern of deve- 
lopment. In fact, it holds a potential threat to the 
unity, integrity and independence of the country. Eli- 
mination of poverty must, therefore, have the highest 
priority. 

1.39, Poverty level has to be defined in terms of a 
minimum level of consumption. In the Fourth Plan 
document, private consumption of Rs. 20 per capita 
per month at 1960-61 prices was deemed a minimum 
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| desirable consumption standard. At 1972-73 prices 
which have been adopted for working out the Fifth 
Plan estimates, the corresponding amount would be 
about Rs. 40.6. Elimination of poverty requires that 
large numbers of our people living below the poverty 
level must be enabled to have access to the minimum 
private consumption envisaged above. The intensity 
of the problem and the proportion of the affected popu- 
lation vary from region to region. But in every re- 
gion poverty is still a major problem. 


1.40. The twin causes of poverty are underdevelop- 
ment and inequality. It is inadmissible to ignore or 
underplay either factor. A large proportion of the 
population has to go without even the most essential 
needs of daily life because total national income, and 
hence aggregate consumption, is too small relatively 
to the enormcus size of the population and, secondly, 
the distribution of this income and consumption is 
very uneven. The problem cannot be overcome 
within the foreseeable future by efforts in one direc- 
tion only. No rate of growth that can be realistically 
envisaged could make a major impact on the problem 
within the foreseable future if inequality remains as 
acute as at present. Nor could any feasible egalita- 
rian policies alter the position significantly in the 
absence of an accelerated rate of growth. Growth and 
reduction in inequality are both indispensable to a 
successful attack on mass poverty. 


1.41. One reason for the failure of planning to 
make a major dent on poverty has been the inadequate 
rate of growth. The first decade of planning 1951—60 
achieved a trend rate of growth of only 3.8 per cent 
апа the second decade 1961—70, only 3.7 per 
cent. Obviously, against a high rate of growth 
of population, these rates of growth of the eco- 
поту could not bring about the required im- 
provement іп living | standards. The Fourth 
Plar accordingly visualised а steady and subs- 
tantial step up in the pace of development. The pos- 
tulated average rate of growth, in terms of net domes- 
tic product, was 5.7 per cent for the Fourth Plan 
period, 6.2 per cent for the seven-year period 1974-75 
to 1980-81 and 6.5 per cent thereafter. At the same 
time, the rate of growth of population was postulated 
to decline from the estimated 2.5 per cent during the 
Fourth Plan to 1.7 per cent by 1980-81. This was 
on the assumption that, as a result of an active family 


‘back during the third year. 
. set-back іп 1972-73. Тһе good season in 1973-74 


planning programme, the birth rate would decline from 
39 per thousand of population in 1968 to 25 in 1980- 
81 while the death rate would decline from 14 to 9 over 
the same period. The strategy for elimination of 
poverty thus rested on two major factors, a rising rate 
of growth of domestic product combined with a declin- 
ing rate of growth of population. 


1.42. The actual performance of the economy in 
the Fourth Plan period shows a substantial shortfall 
in the targetted rate of growth. This is accounted for by 
two major factors. Industrial production has been 
growing much slower than the 8—10 per cent annua 
ratc envisaged in the Plan. Agriculture, which did 
wel! during the first two years of the Plan, had a set- 
There was a further 


15 expected to retrieve the situation substantially. In 
industry, however, after a measure of improvement ia 
1972-73, there has again been a set-back during the 
first half of 1973-74. Industrial production is expect- 
ed to pick up in the second half of the current year. 
Even so, industrial production will be much below 
the 1973-74 targets in several crucial sectors like 
steel, non-ferrous metals, fertilisers, coal and power. 
There will be considerable shortfalls in respect of 
several important wage goods. Shortfalls have occurr- 
ed in several other sectors also. On current anticipa- 
tion, the average rate of growth over the five-year 
period will be of the order of 3.7 per cent per annum. 


1.43. In the long-term perspective delineated in the 
Fourth Plan, a rate of growth of 6.2 per cent was 
postulated for the Fifth Plan. The shortfalls in the 
Fourth Plan period, the instability and distress caused 
by strong inflationary pressures since the summer of 
1972 and considerable uncertainties affecting the in- 
ternational situation have necessitated a certain degree 
of lowering of sights. A rate of growth of 5,5 per 
cent has been postulated for the Fifth Plan. The 
projected average rate of growth for the Sixth Plan 
period is 6 per cent and for the remaining two years 
of the perspective period, 6.2 per cent. 


1.44. At the projected rate of growth, the objective 
in respect of removal of poverty can be realised only 
if there is considerable reduction in the prevailing in- 
equality in consumption. This is vividly brought out 
in the following table : 


Table7 : Required Improvement in the Share of Bottom 30 per cent of the Population in Total 
Private Consumption for Removal of Poverty 


unit 1973-74 1978-79 1983-84 1985-86 
(0) (1) (2) (3) (4) (5) 
1. total private consumption  . 7 T f $ 4 Rs. crores 38334 49091 63815 71153 
2. share of bottom 30 per cent of the population at the current level Rs. crores 5160 6608 8589 9577 
of inequality1. 

3. mid-year population s Е ы * . million 571 633 682 702 
4. 30 per cent of total population Д * T 3 . million 173 190 205 211 
5. percapita consumption of bottom 30 per cent of total population 

(i) annual . б . . . . . t Б о. RS 300 349 419 454 


(ii) per month . E o í " é ЛЕНЕ 25 29 35 38 


Table 7—(Contd.). 


(0) () (2) (3) (4) 
6. required per capita consumption of bottom 30 per cent for removal 
of poverty: 
(i) per month . г 3 Ü s 2 . Rs. 40.6 40.6 40.6 40.6 
(ii) annual . ў Я ұ А 4 s x $ Rs. 487 487 487 487 
7. required total consumption of bottom 30 per cent for removal Rs. crores 8425 ` 9253 9984 10276 
of poverty. ‚ 
21.98 18.85 15.64 


8. required share of bottom 30 рег centin total private consumption рег cent 


14.44 


Nore: Allestimates are at 1972-73 prices. 
1 13,46 per cent of total private consumption. 


1.45. At present the share of the bottom 30 per 
cent of the population has been estimated at 13.46 
per cent of the total private consumption. If this 
share remains unchanged, the above Table shows that— 
the average per capita consumption of the bottom 30 
per cent would rise from Rs. 25 per month (at 1972- 
73 prices) in 1973-74 to Rs. 29 in 1978-79, Rs. 35 
in 1983-84 and Rs. 38 in 1985-86 Thus even at 
the end of the perspective period in mid-Eighties, per 
capita consumption for this segment of population 
would be below the norm of Rs. 40.6 per month at 
1972-73 prices. Clearly the current level of inequa- 
lity is incompatible with our goal of removal of 


poverty. 


1.46. It has been brought out in the above Table 
that, if the private consumption norm in respect of 
the bottom 30 per cent has to be met by 1978-79, 
their share in total private consumption will have to 
be raised from the present 13.46 per cent to 18.85 
per cent. If the dead line is set at 1983-84, the re- 
quired share would be 15.64 рег cent and if at 1955- 
86, 14.44 per cent. 


1.47. Our professed goal of removal of poverty re- 
quires that the growth strategy must seek not only a 
higher rate of growth than observed in the past but 
also reduced inequality in the distribution of income 
and consumption. The composition of growth must 
be such as favours the rural and urban poor. This 
calls for efforts in several directions. The pattern of 
production must lay emphasis on food and other arti- 
cles of mass consumption. There must be massive 
employment generation which will sustain and will be 
sustained by greater availability of wage goods. It 
is also essential to augment social consumption and 
investment with a view to maximising the efficiency 
and productivity of vast numbers as well as to im- 
prove the quality of their life. The institutional re- 
form and the fiscal policy must be oriented to reduc- 
ed inequality alongside increased productivity. The 
"backward regions and classes have a high incidence 
of poverty. Their development must receive high 
pricrity. Every effort must be undertaken to carry 
family planning to the strata who need it most. Detailed 
avenues for progress in all these directions have been 
given in the relevant Chapters. 


1.48. In India, poverty is too big and complex a 
problem to be overcome within the span of a single 
Five Year Plan. But the compulsions of the present 
situation dictate that the Fifth Plan should be so 
oriented as to speed up the process of removing 
poverty and fulfilling — people's expectations in 
situations involving massive underutilisation of human 
resources, a higher growth rate and an_ increased 
equality in terms of consumption are mutually com- 
patable objectives if planning and implementation are 
conceived along appropriate lines. The postulated rate 
anc pattern of growth, the concern for freeing the 
development process from dependence on foreign aid, 
the stress on a more effective and integrated popula- 
tion policy, the emphasis on employment opportuni- 
ties, the provision for a National Programme of Mini- 
mum Needs, the accent on uplift of backward classes 
and development of backward regions, and the en- 
visaged public procurement and distribution system to 
ensure availability of essential goods to the poorer 
sections of the population at reasonably stable prices 
have all been conceived as mutually reinforcing instru- 
ment of policy. Removal of poverty over a reasonable 
period of time is thus a key task which the country 
must accomplish well within the perspective period. 


IV 


STRUCTURE OF OUTPUT 


1.49. The twin objectives of dynamic self-reliance 
and removal of poverty in spite of substantial in- 
crease in total population require a restructuring of 
output in favour of goods and services that go into’ 
investment, exports and essential private and public 
consumption or serve as indispensable intermediates 
for the production of the needed final goods and 
services. That is the basic orientation of the structu- 
ral changes in output envisaged for the perspective: 
period. 


| 

1.50. Detailed exercises for delineating the output 
structure for the perspective period have been ham-\ 
pered by inadequate information about input-output: 
coefficients for different sectors of the economy and ast 
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› how these are likely to behave аз a result of the 

erging and contemplated technological changes. 
pm of data on the inter-industry relationships 
eeds urgent improvement so that the projections re- 
arding the future can be made with a greater degree 
f firmness. 


| 1.51. An internally. consistent sectoral pattern of 
rowth reflecting the priorities for the perspective 


period and the emerging inter-industry relationships 
and corresponding to 5.5 per cent rate of growth in 
the Fifth. Plan, 6.0 per cent in the Sixth Plan and 
6.2 per cent in the first two years of the Seventh Plan 
has been worked out. It is presented below in terms 
of the broad sectors. 


Table 8 : Projected Sectoral Annual Rates of Growth in Terms of Gross Value of Output and Gross Value 
| Added at Factor Cost: 1974-75 to 1985-86 


(per cent) 


value of output 


value added 


over 


over 


1978-79 1983-84 1985-86 1985-86 1978-79 1983-84 1985-86 1985-86 
over 


over 


| sectors over over over Over 

| 1973-74 1978-79 1983-84 1973-74 1973-74 1978-79 1983-84 1973-74 
| (0) а) Q) (3) (4) (5) (6) (7) (8) 
1. agriculture 4.7 4.25. 4.23 442  3.89::03.50:| 3.63 3.68 
2, mining and manufacturing 8.27 8.17 7.88 8.16 8.11 8.36 7.86 8.17 
| (a) mining . { г } ‹ Р B « . 10.47] 7.05 6.52. 8,37 9,86 7.05, 6.44 8.12 

` (b) manufacturing 1 е : 8.21 8.20, 7,92 , 98.416::/7:982 1,845) 7590 2.17 
(i) food products 5 і $ 5 5 22 542 5.54 6.90 5.59 4.78 4.17. 6.99 4,89 

| (ii). textile 512 6.38, 7.32 .6.00..,4.10 6.37 7.22 5.56 

| (iii) wood and paper products 6.90 9.05 8.19 8.01 4.93 8.97 8.20 7.42 

| (iv) leather and rubber products 7:60! 775782 8271 7.88; 7.3078" "ӘЙТ 13 
(v) chemical products . 12.43 7.86 7.33 9:65. 12:35 ® 8.07 "1:45. 9:79 

(уі) coal and petroleum products 10.61 7.37 7.32 8.70 6.87 8.04 7.61 7.48 

(vii) non-metallic mineral! products . 8.70 7.62 8.18 8.16 820 7.40 813 17.85 

(viii) basic metals . 12.58. 12.24 8.51 11.75 11.76 12.60 8.19 11.50 

(ix) metal products 8.86 7.66 8.00 821 8.64 7.90 7.27 8.10 

(x) non-electrical engineering products . 13.58 10.58 9.99 11.72 13.56 11.00 9.94 11.88 

(xi) electrical engineering products . 9.49 9.58 9.22 9.48 8.91 10.15 9.23 9.48 

(xii) transport equipment 7.24 10.28 8.95 8.78 7.24 10.32 8.70 8.76 

| (xiii) instruments 9.28 10.60. 8.25 9.66 8.20 10.51 841 9.19 
(xix) miscellaneous industries . 8.60 12.03 715 9.77 8.41 1246 7.08 9.86 

3. electricity 10.84 10.56 11.16 10.78 9.87 9.80 10.46 9,94 
4. construction . 8.77 8.31 8.40 8.52 8.70 8.30 8,31 848 
5. transport Р ^ . ^ ? ~ 83 — "7-19 — 7:37. 1679599052631 16:361 776-719 «6:12 
6. services E Я A Ё r 5 5 5 420.27 1.47; 7.482 6.97. (5265 17.40. 7,89. 26.66 

7. total 5.50 605 6.18 5.84 


1.52. The rate of growth of total final and interme- 
liate demand for the output of different sectors, and 
he degree to which it is met from domestic output 
jaries, depending upon their relative priority in the 
jomposition of final output, inter-industry rela- 
ionships, and the feasibility of economical domestic 
sroduction, taking into account both the resource 
'ndowment and the market conditions. For this reason, 
he different sectors show different rates of growth 
ind-there is structural change, even if a very modest 
эпе, in the composition of gross domestic product at 
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factor cost. The share of mining and manufacturing 
improves from 15.39 per cent in 1973-74 to 19.98 
per cent in 1985-86 ; of electricity, from 1.13 per cent 
to 1.79 per cent; of construction, from 5.62 per cent 
to 7.55 per cent; of transport, from 4.42 per cent to 
4.56 per cent; and of services, from 27.70 per cent 
to 30.39 per cent. As the logic of development would 
lead us to expect, the share of agriculture and allied 
sectors in total gross domestic product declines from 
45.74 per cent in 1973-74 to 35.73 per cent in 1985- 
86. This is fully in line with the experience of the 


present day developed countries at the comparable 
stage of their development. The details of the pro- 
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jected structural change in the composition of oul 
are presented below. 


Table 9 : Sectoral Composition of the Gross Domestic Produce : 1973-74, 1978-79, 1983-84 and 1985-1 


1.53. For purposes of formulation of specific in- 


100.00 


100.00 


100.00 


(рег се 

sector 1973-74 1978-79 1983-84 1985. 

(0) Ету а) Q (3) 4 

араалар е 45.74 42.36 37.51 35 

. 2. mining and manufacturing 2 E 15.39 17.39 19.37 19 

(a) mining . А $ 0.98 1.20 1.26 1, 

(b) manufacturing . 4 “ 14.41 16.19 18,11 18, 

(i) food products . д 1.94 1.88 1,72 1 

(i) textiles . > » " h > 3.14 2.94 2.99 3 

(iii) wood and paper products . т . . . 0.62 0.61 0.69 0, 

(iv) leather and rubber products 0.23 0.25 0.27 0, 

(у) chemical products . < ‘ А 1.75 2.40 2.64 2 

(vi) coal and petroleum products. > 4 . . . 0.22 0.24 0.26 0. 

(vii) non-metallic mineral products 1.38 1.57 1.67 1; 

(viii) basic metals 1.27 1.69 2.28 21 

(ix) metal products. З 2 5 1.05 1.22 1.33 Ц 

(х) non-electrical engineering products 0.76 1.10 1.38 1 

(xi) electrical engineering products . v 0.62 0.72 0.87 0! 

(xii) transport equipment > . 0.80 0.87 1.06 1, 

(xiii) instruments . а 4 . . . 0.03 0.03 0.04 01 

(xiv) miscellanious. industries . 4 . 0.60 0.67 0.91 0. 

3. electricity У adt Mm . . . . 1.13 1.39 1.65 Н 

4. construction . 2 ` » . . 5.62 6.53 7.26 1 

5. transport 54 ^ * A d , У 4,42 4.44 4.51 4 

6. services . . 27.70 27.89 29.70 30. 
7. total ; . . . : 


100, 


input-output matrix, the growth model worked out 
the perspective period itself yields the physical t 


vestment projects and production programmes, it is 
necessary to work out a breakdown of the projected 
sectoral rates of growth into targets for individual 
items of output. For items like foodgrains, coal, iron 
ore and cement which form independent sectors in the 


gets. For other items, material balances and otl 
techniques of demand forecasting have been employt 
Some of the principal targets emerging from tht 
exercises have been given below. 


Table 10 : Selected Output Projections | 


item unit 1973-74 1978-79 1983-84 19854 

(0) (0) (2) (3) (a (5) 
1. foodgrains million tonnes 114 140 162 E 170. 
2. oilseeds . . . . . D . » 9.4 12.5 15.7 174 
3. sugarcane! , . б B . „ 13.4 17.0 20.5 224 
4. cotton . $ million bales t 6.5 8.0 9.4 94 
5. jute . " . A 5 3 5.6 6.5 zie) 74 
6. coal. million tonnes 79 135 203 238 
7. iron Ore А . . . . ” 37 58 75 83 
8. crude petroleum . Г 5 б . . » 7.7 12 15 15] 
9. tea т 2. million kgs. 460 550 650 690. 
10. sugar, . “Оз . 3 ` million tonnes 4.3 5.7 7.4 84 
11. vanaspati ` " Я 000' tonnes 515 740 1000 1120 
12. cotton cloth , Š " 4 * " Е million metres 7800 10000 12750 14100: 
13. paper and paper board , > . . è 000° tonnes 830 1200 1750 2100 
14. newsprint . ; . . 4 $ 3 re 43 151 360 420 
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(0) а) 2) (3) @ (5) 
15. petroleum products. ^ à 2. f " . million tonnes 21.5 34.6 48.0 55.2 
16. nitrogenous fertilisers (N) . D b . . 000" tonnes 1162 4000 6300 7000 
17. phosphatic fertilisers (P205) — . A . e . es 350 1250 2600 3000 
18. sulphuric acid ді 1400 3200 7800 9500 
19. caustic soda . 2 450 785 1250 1500 
20. soda ash х . . . . . . ” 500 880 1350 1650 
21. р!азїїсз. В . . , » 128 280 550 700 
22. drugs and pharmaceuticals Rs. crores 300 500 800 950 
23. cement . . . . " P . . . million tonnes 16 25 38 44.7 
24, mild steel (finished). E 4 . . . . » 5.44 9.4 17.1 20.5 
25. aluminium  . 2 е e . . e 000 tonnes 190 370 600 740 
26. copper . " . . З . А . . ” 18 45 90 95 
27i zitici ak 5 2 e КҮЛҮ, өе . » 28 100 170 200 
28. agricultural tractors А А e ^" " с 000° nos. 40 80 110 140 
29. machine tools . . . D . . « Rs, crores 65 137 230 271 
30. hydro turbines F È ° . e 4 . million kw 0.53 1.4 2.0 2.3 
31, thermal turbines. . . . . . . » 154. 2.2 3.0 3.2 
32. power boilers . . . . . . б » 1,1 2.5 3.0 3.2 
33. electric transformers ^ . ^e оо ^. + million kva 12.5 20 35 40 
34, electric motors B . . . . . . million Н.Р. 3.6 5.8 9:5 11.5 
72 120 200 245 


35. electricity ganeration > . Р з) . GWH 


1 In terms of gur. 
1 Bale-180 kgs. 


1.54. The sectoral pattern of growth and the speci- 
fic targets emerging from it for the period beyond the 
Fifth Plan would be refined and updated as and when 
possible in the light of further studies on inter-industry 
relationships, emerging technological trends, perfor- 
mance of the economy over the Fifth Plan period 
and new developments in the international economic 
situation. It is, however, unlikely that any basic change 
in the broad profile of sectoral growth would be neces- 
sary as long as we adhere to our twin objectives of 
self-reliance and removal of poverty. There is enough 
flexibility in our planning and implementation pro- 
cesses to take care of the sort of adjustments in the 
growth pattern that may become necessary as we 
move ahead along the chartered course. 


У 
STRUCTURE OF DEMAND 


1.55. Our objectives of accelerated growth, reduced 
inequality апа progressive self-reliance call for a 
modification of the existing structure of demand in 
favour of investment and social consumption and re- 
duced dependence on foreign funds. A higher share 


of these three categories in the gross national expen- 
diture necessarily involves a corresponding decline in 
the share of private consumption. This is the essence 
of the problem of recasting the structure of demand 
which our objectives entail. 


1.56. The change in the structure of output out- 
lined earlier derives its rationale from the inescapable 
need to recast the structure of demand. In fact, this 
is the only way that the latter change can be brought 
about and sustained. If the development process is 
not to generate disproportionalities of various sorts, 
the needed changes in the structure of demand and of 
production must harmonise. If, for instance, the pat- 
tern of output capacity is changed in favour of invest- 
ment goods but there is no corresponding change in 
the structure of gross national expenditure in favour 
of investment outlays, the economy would experience 
underutilisation of capacity in the industries produc- 
ing investment goods and strong inflationary pressu- 
res in respect of the consumer goods sectors. It was this 
disproportionality that lay at the root of the pheno- 
menon of the so-called stagflation—stagnation in some 


sectors and inflation in others—that characterised the 
greater part of the period of Plan holiday in the mid- 
sixties. In order to ensure that such disproportionali- 
ties are avoided in the future, the change in the struc- 
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ture of demand has to move in step with that in the 
pattern of output. 


1.57. The envisaged change in the structure ol 


demand is summarised below: 


Table 11 : Structure of Gross National Expenditure: 1973-74, 1978-79,1983-84 and 1985-86 


(percentage of gross national expenditure) 


1973-74 1978-79 1983-84 1985-86 
(0) а) (2) (3) (4) 

1. consumption Ў 5 4 87.8 84.3 81.0 80.0 
1. public . . . > . а 11.9 12.2 12.5 12:5 

2. private . . 75.9 bo 68.5 67.5 

2. capital formation 5 г: 8 > s š ` 5 4 13.7 16.3 18.7 19.7 
3. net export of goods and services plus net factor income receipts from abroad - (C915 (—)0.6 0.3 0.3 
4. gross national expenditure (= gross national product) 100.0 100.0 100.0 100.0 


1.58. The rate of capital formation has been pro- 
jected to grow from estimated 13.7 per cent of GNP 
in 1973-74 to 16.3 per cent in 1978-79, 18.7 per cent 
in 1983-84 and 19.7 per cent in 1985-86. With the 
rate of capital formation approaching 20 per cent, the 
economy would be provided with a solid base for a 
Sustained rate of growth of the order of 6.5 per cent 
per annum. It would thus be in a position to double 
its GNP every eleven years. 


1,59. The improvement in the rate of capital for- 
mation has been projected alongside reduced depen- 
dence on inflow of foreign funds. By 1983-84 the 
inflow has been projected to grow into a modest out- 
flow so that the country may be able to render assis- 
tance, even if on a limited scale, to the friendly coun- 


tries and to meet the repayments on her accumulated 
foreign debt. 


1.60. Taking into account the need for further 
expansion of the social services, public consumption 
has been projected to grow from 11.9 per cent of GNP 
in 1973-/4 to 12.5 per cent in 1985-86. At the 
same time efforts will have 


Table 12 : Disposable Income, 


Consumption and Saving: 1973-74, 1978-79, 1983-84 and 1985-86 


1.61. The improvement in the share of all other 


Thé percentage has been projected to decline from 


1.62. Saving signifies restraint on consumption {0 
The problem of this 
t also be analysed in terms of 
saving. The rate of saving (item 2 plus item 3 in Table 


(percentage of gross national product) 


1973-74 1978-10 1983-84 1985-56 


(0) 


I. disposable income (GNP) 
1, public sector , KV) 
(i) government | , Ж 
(ii) public corporate sector 
2; private sector , 


П. consumption , 5 


a 0) D wo 

100.0 100.0 100.0 100.0 

. » > ` ч 4 (14.7) (18.2) (20.2) (20.7) 

. > " " М " * 13.4 15.8 17.2 17.7 
. ? 1.3 2.4 3.0 3.0 
85.3 81.8 79.8 79.3 

2 87.8 84.3 81.0 80.0 


SS дас ЛЕЙ лы _ шиг _ иа а йаш 
=> ж = ран 


(0) 


а) Q) (3) (4) 


1, public sector 
(i) government . ` . . . . . 


(ii) public corporate sector . . . . . 


. . Б A 11.9 12.2 12.5 12.5 


. . E 5 75.9 72.1 68.5 67.5 


2. private sector . : . 4 . . . . 
JL saving  - . ` . . . . . . . . . 12.2 15.7 19.0 20.0 
1. public sector, . . . . . . . . . 3 о (2.8) (6.0) (7.7) (8 2) 
(i) government > Г : 4 б а 2 1.5 3.6 47 5.2 
(ii) public corporate sector 4 . * . . . 1.3 2.4 3.0 3.0 
24 private sector *, C . А . E . . 9.4 9.7 11.3 11.8 


1.63. The savings strategy for the perspective period 
relies heavily on public saving. Of the projected im- 
provement of 7.8 percentage points in the overall rate 
of saving, the contribution of public saving has been 
put at 5.4 percentage oints, the rise being from esti- 
mated 2.8 per cent of GNP in 1973-74 to 8.2 per 
cent in 1985-86. This improvement is anticipated from 
(i) increase in public disposable income from 14.7 
per cent of GNP in 1973-74 to 20.7 per cent in 
1985-86 and (ii) improvement in the ratio of public 
saving to public disposable income from 19 per cent 
in 1973-74 to 39.6 per cent in 1985-86. 


1.64. The policy of primary reliance on public 
saving has a sound rationale. Public saving is not only 
a very necessary but also a very desirable means of 
stepping up domestic saving. It has several notable 
merits. Firstly, if the required switch from private to 
public disposable income is achieved mainly at the 
expense of the better off strata of society and if the 
curbs on public consumption are mainly directed to 
items that contribute little to the welfare of the mas- 
ses, public saving can be most equitable device to lift 
the economy to a higher rate of saving. Secondly, 
since private saving involves private asset formation 
and since the bulk of the private saving 1s inevitably 
accounted for by the well-to-do minority, it tends to 
greater inequality of income and wealth, with succes- 
sive rounds of saving and investment. Public saving, 
on the other hand, adds to collective wealth and in- 
come of the community and thus could be an impor- 
tant lever for growth and for social justice. Thirdly, 
public saving involves simultaneous genération and 
mobilisation of investible funds. Canalisation of savings 
into higher priority investment thus presents no addi- 
tional problem. Private saving, particularly household 
saving, often presents formidable problems of mobili- 
sation and appropriate canalisation. The importance 
of public saving in a well conceived savings strategy 


can scarcely be over-emphasised. 


1.65. There is, however, no belittling of private sav- 
ing. At present private saving accounts for the greater 
part of total domestic saving. Even at the end of the 
perspective period, it has been estimated to account 
for 11.8 percentage points as against 8.2 percentage 
points by the public sector. Moreover, the improve- 
ment from 9.4 per cent of GNP in 1973-74 to 11.8 


per cent in 1985-86 has been projected in the face of 
the decline in the share of private disposable’ income 
from 85.3 per cent of GNP in 1973-74 to 79.3 per 
cent in 1985-86. This has been made possible by the 
projected rise in the rate of private saving from 11 per 
cent of private disposable income in 1973-74 to 14.9 
per cent in 1985-86. This underlines the need to take 
effective measures of inducement and, to the extent 
inescapable, even of compulsion to raise the private 
propensity to save. 


1.66. In the case of private saving, besides the 
problem of augmentation, there is that of canalisa- 
tion in accordance with Plan priorities. The measures 
for this have been discussed elsewhere in the Plan. 


1.67. Taking the economy as a whole, the projected 
improvement in the rate of saving implies a marginal 
rate of saving of about 26 per cent in the Fifth Plan 
and about 28 per cent thereafter. For the entire per- 
spective period, the marginal rate of saving works out 
to 27.3 per cent. This is certainly an attainable rate 
for the economy, given the necessary will to develop 


1.68. The perspective for the next decade or so 
sketched out above is a modest attempt to have a 
measure of the task that lies ahead of us and to deter- 
mine the way that we have to go. No doubt, the task 
is difficult and the road tortuous. But it is this that 
makes planning for development а perpetual adven- 
ture. It requires both vision and determination and an 
unshaken faith in the capacity of the country and the 
people to think and act big. Cynicism, inertia and fear 
of everything new and bold are alien to it. So are also 
the unwillingness to make and demand sacrifices for 
a better future. Petty thought and action are as in- 
ae are with it as wild flights of fancy and reckless 
deeds. Our ingrained humility has often led us to 
underestimate ourselves. We must discover ourselves 
fully. The nation is surely capable of achieving much 
more than the modest goals set out above. Just as 
there can be no movement without resistance, there 
can be no achievement without setbacks. The tempo- 
rary difficulties must not be allowed to cloud our 
vision and shake our will. We have all the opportunity 
to create an India of our dreams. Let us seize it with 
both hands. A great socialist future beckons us irre- 


sistably. 
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ANNEXURE 1 
Export Estimates for 1973-74 and Projections for 1978-79, 1983-84 and 1985-86 


( in Rs. crores) 


annual rate of growth (percent) 


"e —— 2 
commodity 1973-74 1978-79 1983-84 1985-86 1978-79 1983-84 1985-86 | 
оуег оуег оуег i 


1973-74 1978-79 1983-84 


(0) (1) Q) (3) (4) (5) (6) (7) | 
леа 3 а . . б . » 5 162 174 185 190 1.4 1.2 1.5 
2. jute manufactures ‘ x c i ў 5 240 240 250 260 0.0 08 7.0 
3. coffee 3 б) ; С б > E T 35 40 45 47 2:4. 2.4 2.2 
4. tobacco unmanufactured — . у М . z 61 71 80 85 3.1 2.4 “Ы. 
xol cakes UR rr, рі ара АМЕ ауу нъ 50 7 100 110 7.9 6.5 4.9 1 
6. cashew kernels — . . . . E a: Дд 75 85 100 110 2:5 3.3 4.0 
7. spices a : i А Я 1 * 3 .2 31 36 40 43 3.0 2.1 3.7 
8. raw cotton . s D ; қ ; б i 21 25 35 40 3.5 7.0 6.9 
9. fish and fish preparation * 5 . i . 70 150 250 325 16.5 10.8 14.0 
10. sugar . . . А 4 * . 4 б 15 25 35 45 10.8 7.0 13.4 
CH To el dt ce Pe Go MN АМАТ CR а ә есеп 125 230 250 260 13.0 1.7 2.0 | 
12. coal . . 2 . À, ‚ s * j 5 10 15 20 14.9 8.4 15.5 
13. mica & mica products . 3 4 ( F : 21 26 30 30 4.4 2.9. КЕ 
14. cotton textiles, mill-made — . р = d 5 165 225 300 350 6.4 5.9 8.0 
15. handloom piece goods . E ‘ 3 х 25 35 50 70 7.0 7.4 18.5 
16. coir yarn & manufactures 7. è ы ^ : 15 20 25 25 6.0 4.6 nil 
17. fabrics of man-made fibres . 7 $ A қ 10 20 39 35 14.9 8.4 8.0 
18. leather & leather manufactures . M . T 150 185 235 270 4.3 4.9 7.228 
о ОИЕ ОРИГИ 15 26 40 50 1-6 9.0 TE 
20. chemical & allied products... . _. 55 87 120 140 9.6 6.6 8.0 ] 
21. rubber tyres & tubes. C x А 5 К 8 16 30 35 14.9 13.4 8.0 
22. engineering goods $ $ Я t З “ 185 400 750 900 16.7 13.4 9,5 
23. iron & steel BAL, ПЕ Ord he DANT v Shae ata 20 56 325 350 22.9 25.01 3871 
24. handicrafts |020. 2.0.2... (099 020) — (4) — (80 (12.00 (12.7) 9.5 3 
25. (i) pearls, precious stones, еіс. . — . , 80 140 250 300 H.8 12.3 9.5 
(i) other handicrafts CYRUS TR 45 80 150 180 12.2 13.4 9.5 
26. others AU. VoM Ар ans as АО 316 415 450 500 5.6 1.6 5.42 
27. total . б « 5 % С 5 , y 2000 2890 4170 4770 7.6 7.6 7.0 


1-Моге than 25 per cent. 


ANNEXURE II 
Projected Import Requirements for 1978-79, 1983-84 and 1985-86 


NN (Rs. crores) 
i 5 а 
commodity 1978-79 1983-84 1985-86 
(0) х 
) 6 (1) Q) (3) 
‚ metals, ores and scrap m 380 340 Ё 4 5 
0: 
‚ metal products machinery and transport equipment 5 т 964 1010 1035 
. petroleum crude, products and lubricants (POL) 811 1240 1500 
. fertilisers and raw materials for fertilisers 270 330 s 
80 
others х $ . 7 5 е 4 » . 
total i А 5 - j 3 è R Ў 1 E 3 1 f : wn = ae 
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Chapter 2 
Objectives and Policy Frame for the Fifth Plan 


Objectives of Policy 


E o of poverty and attainment of self- 
reliance are the two major objectives that the 
country has set out to accomplish in the Fifth Plan. 
As necessary corollaries, they require higher growth, 
better distribution of incomes and a very significant 
step-up in the domestic rate of saving. 


22. Attainment of these objectives requires co- 
ordinated deployment of all the instruments of econo- 
mic policy available to the Government. Given the 
complex nature of inter-relationship between the 
objectives, it is also important that the assignment of 
instruments to targets is done in a manner which takes 
into account the institutional factors in operation and 
thereby minimises the strain on the administrative and 
implementing agencies. Our past experience bears 
out the fact that, on far too many occasions, we have 
neglected to take into account the limitations as well 
as the efficacy of a particular instrument in relation to 
the achicvement of a particular target. 


2.3. Since planning inevitably implies the pursuit of 
multiple objectives, the absence of a policy frame, 
which indicates the necessary coordination between 
instruments and targets, has resulted in the past in 
less-than-full achievement of the targets. 


2.4. The Fifth Plan has projected a target rate of 
growth of five and a half per cent which is higher than 
the rate at which the economy has grown over the 
Fourth Plan. Achievement of this objective requires 
a higher level of investment apart from higher levels 
of efficiency. Greater emphasis on self-reliance im- 
plies that a higher level of savings has to be generated 
domestically to correspond to the required level of 
investment. The objective of reduction in inequaliti- 
es in incomes and, more especially in consumption 
levels of the poor requires that the required savings 
must come from the more affluent sections of our 
Society. 


Instruments of Policy 


2.5. If an economy has reached a stage where the 
supply of the necessary wage goods and critical raw 
materials is reasonably elastic, then the instruments of 
economic policy may be expected to be mainly withia 
the domain of monetary and fiscal policy. This, how- 
ever, requires that the productivity of labour in agri- 
culture is sufficiently high in relation to its own СО): 
sumption requirements and the industrial structure is 
both highly diverse and competitive. Administrative 
action may be called for in these contexts only ir 
relation to situations where speed is the essence ol 
the matter. 
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2.6. These conditions do not apply to our situation. 
This is borne out by structural disproportionalities on 
the production side as well as by the existence of a 
highly skewed distribution of property rights. Instru- 
ments of economic policy must consequently cover 
a wider ground. They fall into four major categories: 
(а) appropriate allocations of investment outlays to 
different heads of development in the plans drawn up 
for the various public agencies; (b) a package of 
measures consisting of incentives and disincentives 
designed to direct the flow of private investment into 
preferred uses and away from areas of low social 
profitability; (c) institutional reforms which will re- 
lease productive forces which would otherwise lie dor- 
mant, leading to higher levels of production, and a 
more equal distribution of the benefits of extra pro- 
duction, and (d) finally, a set of measures which may 


. be described as fiscal and monetary in character whicn 


can help the process of development to be carried out 
in a non-inflationary manner while minimizing the 
need for administrative actions, wherever they may 
tend to create unintended distortions in the resource 
allocation process. 


Policy Towards Resource Mobilization 


2.7. Recent inflationary trends, arising to a large 
extent from failure of production in agriculture and 
related sectors, have highlighted the need to maintain 
price stability for achieving our basic objectives. Non- 
inflationary development has accordingly been kept 
at the centre of the scheme of financing drawn up for 
the Plan. Tt is, however, а mistake to regard the 
problem of price stability as one of demand manage- 
ment only. It is intimately connected with the pattern 
of growth envisaged in the Plan. In essence, the 
problem of finance here boils down to achieving the 
needed rates of growth in the output of wage goods 
while keeping down the total balance of payments 
deficit to the volume of gross external | assistance 
envisaged in the Plan. The development of certain 
capital-intensive sectors such as steel, coal, non-ferrous 
metals, cement and fertilizers is an essential part of 
the pattern of growth because of the contribution that 
they make in easing the supply constraints in terms 
of inputs needed to achieve the required increase in 
the output of wage goods, which must include agri- 
culture. Equally clearly the pattern of production 
must be moved decisively against sectors which con- 
tribute little or nothing to the consumption basket of 
a representative citizen of the country or do not help 
directly or indirectly to relieve pressure on our foreign 
exchange resources. Given the present distribution 
of incomes and the regime of import controls which 


shall have to maintain even if in а more rational 
iu it is useful to recognize that the production of 
luxury consumer goods will continue to remain а 
highly profitable activity in a number of cases. A 
part of the success in financing the Plan on a non- 
inflationary basis will, therefore, depend on the ability 
to restrain investment in these areas through proper 
licensing of capital goods and raw materials supple- 
mented by a system of excise duties which will help 
us in intercepting the profits that would have other- 
wise accrued to the producers or to the middlemen 
trading in these commodities, This will not merely 
raise resources for the exchequer but will also lead 
to the saving of scarce intermediates. 


2.8. Necessary conditions for non-inflationary deve- 
lopment must include a proper mix between long gesta- 
tion and short gestation projects. It also requires a 
proper distribution of investment outlays between 
sectors comprising wage goods and those producing 
critical intermediates and capital goods. The rate 
and the pattern of growth worked out for the Plan 
has taken all these considerations into account. How- 
ever, the size of the public sector and the fact that 
the public sector plan must deal with projects which 
have long gestation lags may create short run im- 
balances that would require adoption of appropriate 
monetary and fiscal policies at the right time. In 
addition, efficient arrangements for procurement and 
a flexible system of distribution of selected basic 
wage goods at reasonably stable prices can serve as 
a useful non-inflationary device. 


2.9. The principal instruments of economic policy 
that can be deployed for meeting the above problem 
are taxation, borrowing and pricing policies in relation 
to public enterprises. While the specific ^ measures 
needed for raising resources have been dealt with in 
the Chapter on Financial Resources, it is essential 
to emphasise here that the principal instruments of 
policy in this regard can be grouped into four categori- 
es: (a) earning higher rates of return from public 
investment through greater efficiency and' adoption of, 
an adequate set of pricing policies with regard to 
electricity, commercial irrigation, freights and fares, 
which will result in the elimination of subsidies which 
accrue in a large measure to the more affluent sec- 
tions in our society as well as prevent inessential uses 
of scarce intermediates such as steel; (b) higher rates 
of direct taxes, especially on urban property, including 
socialization of urbanizable land; (c) a differentiated 
system of excise duties which will impinge selectively 
on final consumption, especially on those consumption 
goods which do not enter into the cost of living of 
an average citizen or of intermediates entering into 
their use; and (d) widening the tax base through 
bringing in a system of direct taxes on agriculture in 
a manner which is consistent with increased pro- 
ductivity as well as with the normal canons of equity. 


2.10. While adoption of these measures in suitable 
combinations would help substantially in the genera- 
tion of higher savings through increasing the dispos- 
able income of the public sector as a Proportion of 
gross national product and would create minimal disin- 
centives to generation of private Savings, they do not 
necessarily guarantee an adequate increase in the 


16 


share of public savings unless the growth of pub 
consumption, especially of a non-functional type, 
be suitably restrained. The need for such restra 
is underlined by our commitment to socialism. Но 
ever, even when public savings can be assumed 
increase, need for borrowing by the Government fr 
the household sector will remain for sustaining pl 
outlay. It is necessary to distinguish between borro 
ing in the form of deficit financing understood in fj 
usual sense of the term and borrowing from the fin 
cial intermediaries including the commercial bankij 
system. 


2.11. Conventional шенә in support of defi 
financing as а method of maintaining а buoyant 1 

of demand to ensure higher levels of profitability ¢ 
private investment as well as for financing a programm 
of rural public works are not valid, given the prese 
state of excessive liquidity in the economy. It’ 
extremely unlikely that over the next two years 4 
objective economic situation will change significant 
so as to permit the use of deficit finacing as an inst 
ment of economic policy. In fact, one of the tasi 
of economic policy today is precisely to limit 
magnitude of budget deficit. The magnitude of defi 


2 A closer harmoniz 
Поп must be brought about between the monetary ai 
fiscal policies of the Government. 


has 
intermediation has advanced sufficiently in our ес 
ny to purposive deployment ¢ 
Savings in the household sector, including those orig 


It is, therefore, even more i [ 
, ore, mportant 1 
ше m куа raised in this way 10 deploye 
ciently and in strict consistency with ioritit 
envisaged in the Plan. х eod 


taxation. Such a combination alone will ensure that 
the objective of higher growth is satisfied, consistent 
with improvement in the distribution of incomes. 


2.14. Given the fact that a very small fraction of 
gross national product is assessable to direct taxes— 
a feature that needs to be rectified, if the ratio of direct 
taxes to income is to be stepped up to the extent 
envisaged in the Plan, it is necessary to ensure that 
the industrial sector of the economy grows at the rate 
envisaged by the Plan. In addition, with the elimi- 
nation of price uncertainty for large sections of our 
agriculture and the assurance of remunerative price to 
.growers, it is both possible as well as desirable to raise 
more resources from agriculture which can be used 
for further development of neglected sections of the 
rural community as well as for areas which have 
hitherto remained backward through modifications in 
the system of taxation currently prevalent in agricul- 
ture. Adequate measures must be devised for collec- 
tion of taxes from unincorporated enterprises where 
the magnitude of evasion currently taking place is quite 
sizeable. A proper valuation procedure for urban 
property taxation must be instituted. А system of 
progressive taxes on urban property together with 
socialization of urbanisable land will considerably help 
in mopping up unearned increments in land values 
thereby generating larger resources for development 
purposes. 


Policy Towards Balance of Payments 


2.15. The Fifth Plan envisages that only a small 
fraction of the total investment effort will be financed 
by means of external assistance. It would, therefore, 
follow that utmost effort must be made to maximise 
our export earnings as well as minimize our expenditure 
on imports, 


2.16. Since our objective is to achieve a growth rate 
of five and a half per cent in gross domestic product, 
it is essential to ensure that the import bill corresponds 
to the priorities envisaged in the Plan. This requires 
that apart from minimizing the import of raw materials, 
Which go into production of non-essential items even 
if they are produced by the small scale sector, efforts 
Should be made to minimize dependence on imported 
liquid fuel and steel through greater production at home 
and a strict enforcement of the import licensing system. 
This also implies that the system of import licensing 
should be appropriately streamlined so as to fit in more 
closely with the priorities in the Plan. Any major 
failure in import planning will either imply a reduction 
in the growth rate and/or distortion in its composition 
or a larger deficit in the balance of payments, Success 
in our import substitution effort is critical to the self- 
reliance especially because there is a possibility that 
terms of trade may move adversely against India dur- 
ing the next few years. 


2.17. Given the size and diversity of our resource 
endowment, import substitution and export promotion 
can be regarded as complementary objectives. In fact, 
certain major areas, such as steel and aluminium, are 
prime examples of the complementary nature of these 
two objectives. It makes considerable economic sense 
to argue that India should concentrate its effort on 
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exporting finished steel rather than iron ore. In fact, in 
the growth profile for the Fifth Plan as well as in our 
perspective plan, such a possibility has been visualized, 
even though for the Fifth Plan, steel of certain cate- 
gories will continue to be imported. 


2.18. On the import substitution side, apart from 
the efficiency of investment in import substitution 
industries, there are a number of policy issues which 
need very careful attention. The first and the most 
important one is that of food management, which will 
be discussed separately in view of its great importance 
and special character. Suffice it to note here that a 
viable balance of payments position for India requires 
that our food needs are met from domestic sources, 
except to a limited extent in emergency situations. 
The second most important issue relates to restructur- 
ing the energy base for the economy. It is a distressing 
fact that the rate of growth of consumption of liquid 
fuel over the last twelve years has far exceeded the 
rate of growth of a solid fuel such as coal, taking into 
account the fact that India has massive reserves of 
the latter type. А policy of energy substitution is an 
imperative necessity for growth as well as for self-reli- 
ance. This requires larger production of coal and its 
economical transportation by rail or through pithead 
generation and EHV transmission. It also requires 
more intensive oil exploration efforts. It also re- 
quires curbing the rate of growth of demand for oil 
products through accelerated electrification of railways, 
more efficient planning of urban transportation, and 
through providing substitute domestic fuels in place 
of kerosene. It certainly requires that fuel oil be 
replaced by coal wherever possible. 


2.19. In matters relating to energy substitution, fiscal 
policy has a very important role to play. While certain 
measures have been taken recently in this respect, 
which will move the economy in the required directions, 
more needs to be done. Details of the policy mix 
have been worked out by the Fuel Policy Committee 
whose report would be available well before the Fifth 
Plan is launched. 


2.20. The argument that India has reached the limit 
with regard to import substituting industrialization does 
not appear to be valid. A glance at the structure of our 
imports will demonstrate that a very large part of the 
imports are explained by steel, non-ferrous metals, 
fertilizers and mainly POL. Clearly, rapid growth of 
production in these areas will help both in import 
saving as well as in stepping up the rate of growth of 
output as a whole. 


The argument that a number of industries have 
grown behind the tariff and non-tariff barriers and 
could not stand on their own is not without a basis. 
They partly reflect our distribution of incomes and 
partly testify to the failure of our regulatory mecha- 
nisms. 


There have been policy confusions where, in the 
name of small industries and employment creation, 
growth of capacity has been permitted even though 
productión may not have conformed to the criteria 
of social essentiality. The policy instruments available 
to the Government should be used in such a manner 
that excessive protection given to these areas is gra- 


dually withdrawn, while emphasis is shifted to areas 
di are of critical importance for the production 
process as a whole. 


2.21. The policy of export promotion has to be 
reviewed both from the angle of generating sufficient 
exportable surpluses as well as from the point of view 
of the wt of our esport тажы 
regards the first problem, important areas 
id vara have tied identified in the Plan. It would 
appear that creation of adequate export capacities in 
certain areas for which considerable foreign demand 
exists is a major task before export planners. Marine 
products, leather goods, textiles, especially garments, 
would appear to be very promising areas where 

roduction capacity would require to be stepped up. 
t is also clear that the thrust of policy should be in 
exporting commodities in relatively more finished forms, 
which would require domestic processing facilities and 
substituting in home consumption the more superior 
varieties of different commodities by more common 
varieties, thus earning higher unit value on the com- 
modity in question. Tea and cotton textiles are obvi- 
ous examples of the latter case. 


2.22. As regards the growth of non-traditional ex- 
ports, a major area of expansion lies with engineering 
goods and exports of chemicals, especially in view of 
the changes in the international division of labour which 
are currently taking place and which may well accele- 
rate in the future. In many of these cases, our relative 
abundance of labour, both unskilled and skilled, per- 
mits us to enter into export production at competitive 
prices. The problem here is the supply of essential 
intermediates which would need to be produced in lar- 
ger quantities or, in the short run, have to be diverted 
from less essential uses. 


2.23. On the side of export incentives, the funda- 
mental pomt is to make sure that the pull of domestic 
demand does not render exporting relatively less 
attractive. Maintenance of a non-inflationary inter- 
nal economic environment is likely to contribute 
positively towards export promotion. In the past, a 
variety of devices have been adopted for giving en- 
couragement to exports. While it is not necessary to go 
into details, it is, however, important to point out that 
the thrust of economic policy should be to generate 
additional net earnings of foreign exchange, a desi- 
deratum not always satisfied. In addition, it is also 
necessary to employ administrative procedures which 
are less time-consuming and more economical in terms 
of informational requirements. It is expected that 
{һе committee appointed by the Ministry of 
Commerce to devise an appropriate export strategy 
would pay adequate attention to these matters and 
would come up with a suitable package of recommen- 
dations that would remove some of the existing defi- 
ciencies. 


2.24. Тп the short run, because of structural rigidities 
of production on the one hand and high levels of 
domestic demand for certain commodities on the other, 
there is a limited but critical role that has to be played 
by external assistance. As the Plan envisages a time- 
frame for reducing dependence on foreign aid, it is 
important to ensure the most effective deployment of 
the quantum of external assistance that has been visua- 
lised in the Plan. This requires that an effective 
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strategy for utilisation of foreign aid in keeping with 
the priorities of the Plan must be thought out before 
the Plan is launched. Е 


2.25. There is a positive role that commercial credit 
can play in certain areas where soft loans are not easily 
available and also because of the need to save on 
time. By the very nature of the terms and condi- 
tions that are usually attached to commercial credit, 
the sectors in question must have very high export 
potential or lead to very sizeable substitution in im- 
ports. In the present context, the volume of com- 
mercial credit that the economy can absorb is, how- 
ever, a strictly limited one. 


2.26. In general, foreign equity investment repre- 
sents an expensive form of resource transfer. That 
does not mean that there is no scope for such invest- 
ment. If the technology happens to Бе of critical 
importance for the development of a very high prio- 
rity sector, then foreign equity investment can be per- 
mitted, proved the know-how cannot be directly 
purchased. However, sufficient care should be taken 
to avoid repetitive purchases of technology. Further- 
more, technical collaboration should be for the process 
and not for the brand name as this is very expensive 
and unnecessary for consumer welfare. This is es- 
pecially true for the drugs and pharmaceutical. indus- 
tries, 


2.27. 'The product sharing type of foreign direct in- 
vestment may be given preference to other forms of 
direct investment, if the product happens to be of 
critical importance for the development of the country. 
Foreign direct investment accompanied by export 
commitments may be of relevance in certain areas 
which are highly labour intensive in nature and have 
large potential for net earnings of foreign exchange. 
A very careful cost benefit analysis in terms of foreign 
exchange earned/saved is needed in every case. 


2.28. To sum up, our approach towards self-re- 
liance must be built on a package of measures which 
promote exports and allow for substitutes to be pro- 
duced at home through restructuring the production 
base in appropriate directions. This also requires ap- 
propriate changes in the structure of gross national 
expenditure. In addition, development of a sufficiently 
wide indigenous science апа technology base is of 
great importance for creative adaptation of foreign 
technologies to our particular resource endowment. 


Science and Technology Policy 


2.29. The Science and Technology plan, as an inte- 
gral part of the Fifth Plan, is one of the major policy. 
instruments for achieving the objective of self-reliance. 
Maximum utilization and development of indigenous 
scientific and technological elements for achieving the. 
targets of the Fifth Plan may require suitable adjust- 
ments in fiscal policies, lending policies of public finan- 
cial institutions, foreign exchange allocation policies, 
industrial regulatory and import policies and policies 
towards foreign investment. In the main, the follow- 
ing considerations are relevant for the operational pur- 
poses. First, the import of technology does not neces- 
sarily have to be linked with the availability of aid of 
credits. Secondly, institutional arrangements have 10 
be built up quickly for evaluating available alternative 


types and sources of technology for selection of import- 
ed technology in areas where indigenous technology 
and expertise do not exist. And thirdly, the domestic 
scientific and technical effort must be committed not 
only to the operation of technology through R&D, but 
also to learning, adapting, improving and then dis- 
placing imported technology. 


2.30. In the Fifth Plan highest priority will be given 
to the application of all the scientific and technological 
skills, which have already been built up by the many 
R&D organisations in different areas. The National 
Research and Development Corporation will be utiliz- 
ed to bring the technologies and skills developed by 
different agencies into a national pool. A major effort 
will be made to strengthen existing design organisations 
and to set up new ones in both the public and private 
sectors and in involving them in the process of import 
of technology. The higher educational institutions will 
also be involved in research directed towards the solu- 
tion of national problems. In addition, a policy for 
using our overseas manpower pools to fill skill gaps 
and our needs for leadership on a selective basis in 
well defined fields will be implemented. 


Policy Towards Public Investment 


2.31. In as much as physical and financial plans 
constitute an inter-related system, utmost care has to 
be taken in incurring expenditure, whether on Plan 
or non-Plan account, While it is obvious that any in- 
crease in non-Plan expenditure beyond the levels pos- 
(ulated in the Plan will eat into the resources avail- 
able for the Plan unless otherwise offset by greater 

buoyancy of revenue and/or additional mobilisation 
of resources, efficiency with regard to Plan outlay as 
distinguished from its size is a vital necessity if the 
Plan is to be fulfilled. 


2.32. For any given sector, the required level of effi- 
ciency is partly a function of the choice of specific 
investment projects and partly a result of the time se- 
quence in which the projects may be taken up for im- 
plementation and completed. While care has been 
taken in choosing appropriate investment projects as 
a part of the formulation of the Plan, it is also essen- 
tial that the right projects are started and completed 
at the right time. This is a matter of vital conse- 
quence to the success of the Plan. In so far as the 
expenditure is increased on the basis of budgetary sup- 
port, the proper thing is to make sure that appro- 
priations are suitably timed so as to prevent far too 
many projects being initiated at a time when the 
main requirement is опе of utilising the existing 
capacity or the completion of ongoing projects. It is 
thus clear that the process of project formulation, se- 
lection and management has to be improved and ra- 
tionalised with the increased use of the various analy- 
tical tools, e.g. Benefit-Cost Analysis, С.Р.М., Per- 
formance Budgeting and Auditing, etc. It is impera- 
tive that these skills are strengthened with different 
agencies of the public sector, Central and State 
Governments. 


2.33. In so far as the projects are to be taken up 
without budgetary support from the government, solu- 
tion will lie in not allowing construction costs to be 
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capitalised beyond what may be regarded as the nor- 
mal judged by the experience of similar other pro- 
jects. This will help prevent cost overruns caused by 
the lengthening of gestation lags. In a perfectly com- 
petitive.systeni, the market mechanism may parily take 
care of these diflicluties through inflicting losses on the 
inefficient units. But, in the conditions prevailing in 
our economy, they tend to be passed on to the con- 
sumer of the product or to the exchequer through 
subsidies, explicit or implicit. If, in certain cases, 
the delay is caused by factors beyond the control of 
the project authorities, it may be preferable to give a 
capital subsidy at the source rather than load the rest 
ot the system with excessive costs. If a capital sub- 
sidy is to be given to any unit, then the unit may be 
expected to make up for it in а phased manner 
through enhanced efficiency in the operating stage. 


2.34. In a situation where certain unprecedented 
developments such as drought or war or any other 
exogenous shock disturb the stability of the system 
and it becomes necessary to reduce Plan outlays in 
the aggregate for a particular year, inter-sectoral ad- 
justments will have to be made keeping in view the 
over-riding requirements of the sectors producing 
wage goods and essential intermediates so that the 
damage done to the growth process can be minimised. 
It should be clear from our experience as well as from 
theoretical considerations that ad hoc programmes do 
not achieve the desired objectives in this regard. In- 
stead they may very well accentuate inflationary pres- 
sures while capacity in essential sectors may remain 
unutilised or not enough advance action may be taken 
in sectors which can help in countering the infla- 
tionary process. A properly formulated Annual Plan 
can help very significantly in taking care of the in- 
escapable uncertainties that surround the process of 
implementation of a medium-term Plan. 


2.35. There are two major areas of uncertainty 
with regard to the execution of a development plan 
which require very careful attention. The first one 
lies with agriculture which is still largely carried out 
uader rainfed conditions. Uncertainties regarding 
rainfall still have a pronounced bearing on the success 
of our development plan. Adequate investment in ir- 
гівайоп and maximising the benefit from irrigation pro- 
jects already completed have been given a high place 
in the priority of the plan. Command area program- 
mes for major irrigation projects have been drawn up 
which should add substantially to ^ produo- 
tion. In addition, special programmes are being taken 
up in drought-prone areas which should reduce varia- 
bility in production. Proper execution of the irriga- 
tion programmes and the associated production plans 
can serve as the single most effective instrument for 
countering uncertainty. 


2.36. The second area of uncertainty lies with re- 
gard to the availability of crude oil and products in- 
cluding derivatives like fertiliser, in view of the vola- 
tile nature of the international market for these com- 
modities. Production of energy from indigenous sour- 
ces, therefore, deserves very high priority. Since the 
specific issues dealing with these sectors have been 

ealt with in appropriate Chapters of the Plan, it is 
only necessary to emphasise here the need for optimis- 
ing return from investment in these areas. 


2.37. Possibilities of adopting a systems approach їп 
the transport sector are very considerable in regard to 
rail-road coordination as well as in the choice of 
freight rates for different modes of transport. The 
policy of equalising the prices of important commodi- 
ties such as steel, cement and fertilisers throughout 
the country should be reviewed from the point of view 
of ensuring appropriate locational choices. 


2.38. In matters of location of industries, environ- 
mental problems deserve appropriate consideration. 
The marginal cost of providing infrastructural facili- 
ties: in highly congested metropolitan cities is exces- 
sively high. A deliberate policy to disperse produc- 
tion spatially will help in saving resources, financial as 
well as physical. Both fiscal and physical planning 
may be required for ensuring this objective. 


2.39. Organisation and management of public 
enterprises need to be reviewed from the point ої view 
of efficient production and profitability. The need 
for earning an adequate rate of return on public in- 
vesunent has been mentioned as one of the major 
elements in the strategy for resource mobilisation. To 
achieve the desired objective, the organisational struc- 
ture has to be professionalised and the process of de- 
cision making should be left to the enterprises them- 
selves except in matters which are of major policy 
significance from the point of view of the national 
economy. 


2.40. Participation by the workers in the manage- 
ment process is highly desirable. In matters relating 
to industrial relations, public enterprises should strive 
to set example to the rest of the economy. This in- 
volves a joint commitment by both management and 
the working class. Interruption in production, const- 
ruction and transport result in wastage of capital and 
shortages which are contrary to the objectives of the 
Plan. The support of the trade union movement 
should be enlisted for this purpose. 


Policy Towards Private Investment and Savings 


2.41, The Plan envisages an important role for 
the private sector in relation to the projected savings 
and investment profile. From the tables depicting 
the flow of funds for the Fifth Plan and the savings- 
investment balances which have been projected con- 
sistent with the resource mobilisation effort, it is 
quite clear that the private household sector has to 
contribute the maximum amount in terms of 
additional savings needed for the Plan. 


„2.42. Two things are clear from these projections. 
First, policies adopted by the government must be 
such that they stimulate savings throughout (һе 
economy. Secondly, arrangements must be found 
under which the savings get invested in appropriate 
sectors in amounts which are appropriate to the 
M REA capacity targets postulated for these 
sectors. 


2.43. Increase in savings contemplated by the 
Plan must be consistent with the postulated improve- 
ment in the consumption level of the poorer sections 
of our society. This rules out increases in savings 
brought about through inflation, since inflation goes 
counter to the very objective of “removal of poverty”. 
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2.44. A policy of offering higher interest rates (| 
financial assets needs to be carefully considered fy 
channelising savings into the hands of public financii 
intermediaries, The effect of such a policy on th 
aggregate volume of savings being much weaker ай 
less certain, sharp increases in interest rates am 
neither desirable nor feasible. 


2.45. Fiscal policy can play useful role in stimy 
lating savings in the household sector, by ^ making 
consumption on the margin less attractive tha 
saving. Choice amongst various methods of taxatior 
which can be used for this purpose must take іш 
account the administrative feasibility of the (а 
concerned as well as the degree of progression thi 
it permits. 


2.46. Expansion of rural banking may lead ti 
Some increase in savings, especially in areas wher 
agricultural production is increasing rapidly, 
providing a convenient mode of keeping the saved: 
up portion of one's income in a safe and liquid form 
This is quite apart from the fact that bank deposit 
will act as a substitute for currency hoards, thereby 
enabling a larger degree of control to be exercised 
on the disposition of rural savings. 


2,47. In agriculture, transport undertakings as we 
as in areas, such as housing, the provision of a suitab 
investment opportunity may lead to an increase i 
saving. The Plan has accordingly laid emphasis 0 
creating such opportunities through specific рго 
grammes in agriculture and in the sector of smal 
industries. 


. 2.48. Corporate savings can be stimulated throug 
introducing suitable alterations in tax laws whid 
would stimulate the ploughback of higher proportio 
of corporate profits into savings. However, such 
policy must be used sufficiently selectively so as té 
maintain conformity with other objectives of the Plan 


2.49. The problem of channelising corporat 
Savings into appropriate areas of investment has tt 
be looked at from the point of view of working ой 
an appropriate mixture of incentives and disincentives 
Production of mass consumption goods and essentid 
intermediates deserves the highest priority, wheres 
the production of commodities of an inessenti 
nature deserves to be discouraged. 


2.50. For inducing sufficient investment into 
critical Sectors of the economy which also happ& 
to be capital-intensive, the principal — consideratiol 
should be one of enabling an adequate rate of retum 
to be earned by the investor. 


In computing the prid) 
] necessary to take іші 
account the world market price, the  rclevall 
economies of scale and the utilization factor whid 


is appropriate, given the state of d i iot. 
to capacity. 4 с | 


4,231. Given the fact that many of these criticd 
Core" sector industries operate under conditions @ 


oligopoly, there is often a sound case for the ге 

tion of their price-output policies, so as to maximise 
national output. Wherever prices are controlled by 
Government, they should be fixed so as to encourage 
investment and production in accordance with natio- 
nal priorities, ; 


2.52. While the creation of adequate capacity in 
the 'core' sector requires that in a few areas prices 
need to be raised, an across-the-board increase in 
prices will tend to increase in project costs even in 
areas which are of high national priority. In this case a 
system of administered prices consisting of two parts 
may be considered. A portion of the total output 
may be sold out at a relatively fixed set of prices 
which will involve a fair rate of return on investment 
and a 'free' part which will be allowed to respond 
quickly to changing market conditions. 


2.53. For applying such a system it is necessary 
to ensure that the commodity in question is one where 
non-essential uses constitute a significant portion of 
output, demand is responsive to prices and adminis- 
trative arrangements can be thought of which would 
prevent leakages from опё type of use into another. 
When the commodity in question is -differentiated 
enough to permit categorywise break-up to be estab- 
lished which can correspond to specified end-uses, the 
chances of success of such a system are obviously 
greater, as in the case of steel. 


2.54. An alternative to the system described above 
may be thought of in certain cases by allowing ad 
volorem excise duties to do the market clearing job, 
while allowing a uniform price to be charged for the 
whole output. 


2.55. The choice between the two methods should 
naturally depend on the market conditions appropri- 
ate to a particular commodity. The important policy 
point is that a price-tax policy which ignores the 
demand-supply conditions appropriate to a particular 
commodity is unlikely to succeed even when supple- 
mented by an elaborate set of administrative mea- 
sures, 


. 2.56. The Fifth Plan visualizes that the produc- 
tion pattern must be regulated in such a way as to lead 
to substantially increased levels of output in the sectors 
which have the maximum impact on the cost of liv- 
ing or on the balance of payments. Equally clearly, 
it visualizes that investment in certain areas which 
cater to the consumption of a very small segment of 
our society should be actively discouraged. It follows, 
therefore, that the regulatory mechanisms such as the 
licensing policy, the exchange allocation policy, tax 
policy and investment policies of term-lending insti- 
tutions must be so utilised as to bring about the 
desired flow of funds into the required directions. 


2.57. In areas which have been identified as “criti- 
cal” from the point of view of the success of the 
Plan, financial programming done by the term-lend- 
Ing institutions must match with the need for funds 
originating in these sectors. It should be possible, 
Consistent with the declared policies of the Govern- 
Ment, to speed up the process of implementation of 
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investment proposals in these cases so as to achieve 
results within the declared time-frame. 


2.58. In planning for investment in these areas, 
appropriate attention should be paid to technological 
economies of scale and to appropriate choice of loca- 
tions. 


2.59. Growth of capacities in directions contrary 
to the ones postulated by the Plan can be effectively 
restrained only through a determined application of the 
licensing policy. The licensing policy ought to be sup- 
ported by fiscal policy and through a suitable price 
policy for scarce materials. 


Black Money 


2.60. Administrative, fiscal and pricing policies 
must be reviewed with a view to arresting the gene- 
ration of black money. The Wanchoo Committee has 
made a number of important recommendations 
which require careful consideration. Implementation 
of an appropriate urban land policy, including socia- 
lisation of urbanizable land, a greater degree of social 
control on the supply of highly volatile agricultural 
commodities such as raw cotton and oil seeds, effec- 
tive measures for preventing the smuggling of gold 
and highly valued luxury items can help substantial- 
ly in preventing the growth of "black money", which 
distorts the pattern of production and consumption in 
socially undesirable directions. 


2.61. Encouragement of small industries must form 
an essential part of the policy frame. It is necessary 
from this point of view to pick on the right set of 
industries. Small industries which exist merely be- 
cause of subsidies, which may be given in one form 
or another, do not serve the same social purpose as 
small industries which can stand on their own, once 
the imperfections in credit markets and product mar- 
kets are obviated through government policy. Small 
industries should be helped with consultancy and 
marketing services. There should be an appropriate 
liaison between small industries and large industries 
where the government can play a useful role. 


2.62. Industrial development in backward areas is 
an important means of raising the level of income in 
these areas and' in reducing the regional disparities in 
the level of development. Government have recently 
decided to provide some fiscal concessions to accelerate 
the pace of industrial development in backward areas. 
However, in order to achieve significant results, these 
measures need to be supplemented by expansion of the 
basic infrastructure and by removing the other obs- 
tacles to investment in these areas. At the 
same time, adequate care has to be taken in the choice 
of industries to be located in these areas so as to en- 
sure that these industries will be able to stand on 
their feet within a reasonable period of time without 
subsidies from the exchequer. Moreover it has to be 
borne in mind that development of backward areas 
requires an attack on several points at the same time 
and the potentialities of improving agricultural pro- 
ductivity through the use of new dry farming techno- 
logy and irrigation must be fully explored. 
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2.63. Policies aimed at diminishing concentration 
of economic power are very important both from an 
economic as well as from а social point of view. In 
Our situation, concentration of economic power in 
ihe industrial sector arises from the narrow size of 
the home market, presence of import controls and 
lack of finance and professional management on an 
adequate scale. Countervailing action must consist in 
creating an efficient and dynamic public sector, in 
rapid growth of the home market, through ensuring 
improvement in productivity, especially in agricul- 
ture as well as in encouraging new entrepreneurs in 
areas suffering from lack of competitive investment. 
Public ownership of the financial institutions should 

: be used to exercise appropriate forms of social con- 
trol. In addition, the Monopolies Commission can play 
an important role in preventing restrictive price and 
output policies being followed in crucial sectors of 
the economy. 


2.64, Healthy industrial relations аге absolutely 
essential for stepping up production. To introduce a 
climate of industrial peace, three distinct steps are 
vital: First, the reward structure of the industrial 
employees in terms of wage and non-wage benefits 
must be related to performance records in industrial 
enterprises. In fixing wages, attempts should be made 
to narrow down non-functional wage disparities as 
well as keep into account the wage levels prevailing 
in the unorganized sector. It is also necessary to 
build up over a period of time a national wage struc- 
ture. An important beginning can be made through 
attempts to narrow down disparities within the orga- 
nized sector itself, including both private and public 
sectors. Secondly, an improved institutional frame- 
work for effective bargaining relationship between the 
representatives of employees and managements would 
need to be created, This would involve the definition 
of conditions for the determination of the representative 
character of the bargaining agent. Тһе role of third 
party intervention would require sufficient modification 
consistent with the spirit of bipartite negotiation which 
needs to be highlighted. Thirdly, attention should be 
paid to education of employees at all levels to foster 
а spirit of industrial democracy. Finally, each indus- 
trial enterprise should have long range programmes 
and policies for the development of international 
human resources consistent with the overall national 
priorities. | 


Policies Relating to Income Distribution 


2.65. One of the basic objectives of the Plan is 
{о raise the consumption levels of the lowest 30 per 
cent of our population. While the rate and pattern of 
growth has been worked out after taking into account 
the additional quantities ot goods and services that 
would be required for this purpose, it is important 
to be clear as to the mechanism by which the required 
supplies may be made available to these segments of 
our society. 


2.66. The principal instrument of economic poli 
that can be deployed for this purpose is the cand 
of additional employment opportunities. Given the 
sectoral composition of growth that is essential for 
ensuring  inter-sectoral consistency between demand 
and supply for different commodities, consequent on 
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our objectives regarding the growth rate and red 
tion in inequality and self-reliance, possibilities 
achieving the required increases їп incomes of 
poorest 30 per cent depend to a very great extent 
maximizing the amount of additional producti 
employment per unit of investment outlay. 


2.67. It is quite clear that the bulk of the additio 
al employment opportunities will have to be fo 
from within the field of agriculture and other alli 
activities. It is, however, important to bear in i 
the fact that in a country with our size and diversit 
agriculture is not one homogenous activity. Furth 
more, institutional arrangements under which agri 
ture is carried out differ considerably from one p: 
of the country to another. 


2.68. These facts acquire а more concrete signi 
cance when it is recalled that the lowest 30 per c 
consist to a large extent of people living in ag 
climatic conditions under which yield levels in agg 
culture have remained stagnant over decades and 
conditions where labour is insufficiently reward 
either because of demographic pressures or beca 
of the prevalence of archaic relations of productio 
In other words, population belonging to — backwai 
classes and backward areas constitutes a very hi 
proportion of the population belonging to the lowi 
three deciles in terms of incomes. 


2.69. Specific schemes have been worked out 
the agricultural plan which take these factors in 
account. While the details have been indicated i 
the Chapter on Agriculture, it is worth mentioni 
that these include schemes for drought prone area 
schemes for development of animal husbandry ant 
fisheries, schemes for sericulture and schemes fo 
small farmers and marginal farmers which would h 
in substantially increasing the income levels of 
million households in rural areas. 


2.70. All these schemes emphasise the fact tli 
without an increase in the production base of sr 
and marginal farmers, it is not possible to increa 
their incomes to the desired extent. ^ Accordingl 
these schemes are not to be viewed as programmes | 
social welfare relying on transfer payments by tl 
State but are meant to step up the share of outp 
accruing to these categories of population throu 
providing them with necessary credit, infrastructy 
and other organisational facilities. 


2.71. To derive the maximum possible benefit fi 
these schemes, it is necessary to ensure that th 
administration does not permit leakages of expen 
ture which will render them infructuous or go абай 
the objectives for which the expenditure was appro 
ed in the first instance. In the Chapter on Impleme 
tation, due care is being given to devising арргорп@ 
mechanism for this purpose. 


2.72. Implementation of land reform legislation @ 
help the cause of income distribution to a great exte 
not merely through improving the share of the 00 
tivator in the total produce but also through increa 
ing the total produce itself. For this purpose, | 
reform should be conceived as integral to programm 
embracing measures relating to credit flows, marketi 


of produce and distribution of essential inputs such 
as better seeds and fertilizers. One of the major 
merits of the biological innovations which have been 
introduced in modern agriculture is that they can be 
adopted regardless of size, provided credit and іп- 
frastructual facilities are planned appropriately. To- 
gether with the fact that productivity per acre on 
small farm in India is often higher than that оп 
large farm, the new technology can in principle pro- 
vide «an important answer to improving the distribu- 
tion of income in agriculture and hence in the eco- 
nomy as a whole. The schemes drawn up in the 
agriculture section utilize this basic fact while pro- 
viding for remedial actions along the lines mentioned 
earlier. 


2.73. Improvement of tenurial conditions is an- 
other important instrument of economic policy which 
can lead to both higher output and better distribution 
of the gains of such output. While efforts have been 
made in this respect in the past, clearly the scope for 
action is still sufficiently wide. 


2.74. An important characteristic of Indian agri- 
culture, especially in the Eastern parts of the country 
is the high level of indebtedness of share-croppers and 
tenants. While considered abstractly, indebtedness 
does not necessarily represent an undesirable state of 
affairs, coupled with extremely low standards of liv- 
ing and primitive conditions of production, it is sug- 
gestive of a certain mode of cultivation which inhi- 
bits productivity of land and labour. Measures aim- 
ed at scaling down the debt can be an important inst- 
rument of policy in the process of agricultural de- 
velopment so far as this part of the country is con- 
cerned. 


2.75. Improvement of income levels of agricultural 
workers can come through creating additional de- 
mand for labour not merely through the special prog- 
rammes referred to earlier but also through greater 
intensification of agriculture. Increase in cropping 
intensity can play an important role in this process. 
In addition, suitable design and organisation of infra- 
structural works in agriculture can play a very impor- 
tant role in stimulating demand for unskilled labour 
in rural areas. 


2.76. Mechanization of agriculture has a limited 
role to play in the context of agricultural develop- 
ment except in special cases where they lead to signi- 
ficant increases in cropping intensity. In these cases, 
mechanization leads to an effective increase in the 
supply of land and given the land-man ratio. tends 
to promote better distribution of income. In all cases 
where mechanization merely leads to a substitution 
of labour by machines, mechanization will worsen the 
distribution of income in the short and medium run. 
The possibilities of long run benefits are also quite 
uncertain in view of the demographic pressure. 


2.71. Rural industries, especially handlooms, can 
play an important role in sustaining a higher level of 
employment consistent with our output objective, if 
they are assured of minimum organisational support 
as well as credit and input facilities. 


2.78. In agriculture and allied activities, suitable 
organisation of labourers as well as of tenants and 
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small owner-cultivators can play a very important 
role in ensuring that the benefits of higher producti- 
vity get distributed more widely. 


2.79. Similarly, with regard to rural industries 
and agro-based industries, the cooperative form of 
production can play a very useful role in ensuring 
regular supplies of raw materials and remunerative 
prices of end products, thus helping to sustain high- 
er levels of incomes. 


2.80. It is no doubt true that the Plan envisages 
а substantic! amount of investment in capital-inten- 
sive areas whose direct contribution to increasing emp- 
loyment or towards improvement in the distribution 
of income is relatively small. However, in the 
absence of such investment, it is not possible to step 
up employment even in such labour intensive areas 
of activity as agriculture. The implication of this 
is that greater employment opportunities in industry 
can be found only through multiple shift working or 
through avoiding excessive capital investment in those 
branches of economy which permit of higher level 
of labour intensity. 


2.81. Construction is an obvious example of a 
sector where it is possible to increase labour intensity 
sufficiently so as to generate higher levels of employ- 
ment within the necessary time span. Certain agro- 
based industries even within the organised sector can 
play a useful part in this respect. 


2.82. Providing for greater employment is a very 
important consideration for the Plan. But sufficient 
care should be taken to ensure that employment pro- 
vision does not become an end in itself. The ero- 
sion of investible resources must be prevented in order 
that the economy can create the needed amount of 
extra capital to sustain a higher level of living for all 
concerned. 


2.83. Distribution of income in the organised sector 
can doubtless improve by changing the share of wages 
in total value added. But to the extent such 
improvement takes place at the expense of capital 
formation, distribution of incomes will tend to wor- 
sen through prevention of additional employment that 
тау. have been otherwise created. Improvement of 
wage-share in the organised sector in an economy 
with а substantial amount of unemployment, open or 
disguised, is an unambiguous improvement only if the 
rate of growth of output is kept up at а high enough 
rate. This requires that the improvement of wage 
share should be brought about at the expense of the 
consumption of owners of property. In a monopo- 
listic situation where the capital intensity of the pro- 
duction process is very high, it is possible for the own- 
ers of property to satisfy a very small segment of the 
labour force with a high enough wage rate through 
charging higher prices to the consumers of the pro- 
duct, while keeping their own consumption at very 
high levels. In this way, a part of the benefit of 
extra productivity can be permitted to percolate to 
the workers, especially the white-collar workers. Tt 
is, however, a mistake to think that such a policy 
is conducive to better distribution of incomes, espe- 
cially when unemployment in the economy may keep 
on increasing. 


4. The task of economic ройсу im this eontext 
“in ensuring that extra profits do not get eaten up 
‘additional consumption, This requires ап appo- 
© priate dividends policy and adoption of measures for 
deployment of extra profits to bring about expansion 
оѓ productive capacity. Management should be dis- 
couraged from introducing excessive mechanization so 
that additional investment can generate extra demand 
for labour without any loss of efficiency. | Increases 
in wages should be closely correlated with increase in 


productivity. 


2.85. In ensuring пета wage increases there 
are essentially two mechanisms that may be deploy- 
ed. One involves revisions in wages and dearness 
allowances at periodical intervals in keeping with 
changing prices of essential consumer goods and also 
on the basis of recorded productivity growth. The 
other method would consist of pegging the prices of 
essential commodities at relatively low levels for en- 
suring supplies of reasonable quantities through 
a system of public distribution, obviating the 
need for very frequent changes in dearness al- 
lowances and wages. There are considerable 
advantages of the latter system, provided two 
essential conditions are fulfilled. First of all, a system 
of public distribution must avoid any sizeable subsi- 
dies on the public exchequer, which would otherwise 
eat into the resources needed for investment. This, in 
turn, would require that a reasonable quantity of the 
required commodity must be obtained at prices which 
will lie below the “open market” prices. Furthermore, 
it is essential to make sure that distribution costs are 
kept as low as possible. The second prerequisite is 
that the list of essential commodities to be made 
available through. the public distribution system 
should be reasonably small and the commodities must 
be homogeneous in character. 


2.86. A system of dual pricing for certain essential 
commodities such as foodgrains, sugar and edible 
oils can be worked out keeping the above con- 
siderations in mind. So far as cotton cloth is con- 
cerned, it is a question of stepping up the proportion 
of common cloth in the total production of cloth, while 
ensuring a reasonable profit margin in its price. As 
regards kerosene, its distribution should be worked 
out through agencies operated by the Indian Oil Cor- 
poration. 


2.87. A system of dual pricing сап work most 
effectively, provided the public distribution system has 
got enough stocks at its disposal. This requires 
additional production as well as procurement. 


2.88. In so far as foodgrains are concerned, the 
basic objective is to build up an effective public dis- 
tribution system. Тһе methods which may be used 
for maintaining such a public distribution system 
should pay adequate attention to the difficulties of 
feeding such a system even in a lean year. Effective 
infrastructural support is necessary to make the pro- 
curement a low cost affair. As regards sugar and 
edible oils, their procurement can be made from the 
producing units on the basis of certain agreed pro- 
portion which can vary from year to year. 


2.89. In running a system of public distribution, 
itis necessary to ensure that it functions as an effec- 
tive mode of countervailing power. Its rationale 
must derive from the need to discourage speculative 
activities in the area of trading, on the one hand, and 
the need to ensure steady growth of production, on 
the other. Demand and supply conditions for differ- | 
ent commodities. must be very carefully considered 
in matters relating to the fixation of prices as well 
as іп determining the proportions of supplies of 
diflerent commodities which will be made available 
through the fair price shops. Such studies are essen- 
tial both for minimising the leakages that may other- 
wise take place. The need for an efficient and honest 
administrative set up for this purpose cannot be over- 
emphasised. 


2.90. Programmes of social services, such as 
health, education, family planning and water supply, 
have an important role to play in improving the distri- 
bution of incomes. i 


The national programme of mini- 
mum needs is heavily weighted in favour of the above 
items. These programmes have been drawn up after | 
taking into account the urgent need to minimize re- 
gional imbalances in these areas of public consumption. 


2.91. Health services play a very important role 
in improving the efficiency of the population. It has 
been observed that in rural areas subject to endemic 
diseases, provision of health facilities of a preventive 
type has led to higher levels of agricultural produc- 
tivity. Similarly, provision of health services to an - 
industria worker can lead to increased efficiency. It 
would appear that, in all these cases, health services, 
if made available by the public authorities, can lead 
to better distribution ‚ОЁ incomes as well as higher 
levels of output. The usual antithesis between effi- 
ciency and equity is not relevant here. However, 
in order to maximise the benefits of outlay under 
health, it is very important that an effective system 
of delivery of health care is devised, especially in rela- 
tion to the target groups concerned. 


2.92, Numerous statistical investigations involving 
a large number of countries have very clearly indicat- 
ed that over the long run, one of the most important 
instruments for equalisation of income levels avail- 
able to a government lies ід the area of, educational 
planning and implementation. 


2.93. In the area of elementary education, the most 
important task before*the educational planners today 
is to achieve universal coverage within the age-group 
6-11 and achieve as high a coverage as possible with- 
in the age group 11—14. Together with maximum 
enrolment, efforts should be made to minimise wast- 
age and stagnation. Considering the fact that, given 
our socio-economic milieu, wastage cannot be comp- 
letely eliminated within the time frame of the Fifth 
Plan, special measures for part-time and informal 
education need to be introduced. This is particularly 
true with regard to the education of the girls where? 
a major effort has to be launched in the course of the 
Fifth Plan. | 


2.94. Providing elementary education to the d 
vant age-group on a universal basis is an essential part 
of the programme of equalisation of educational op. 
portunities. But it is not the whole. For this purpose, 


it is essential to ensure the employability of those who 
receive higher education as well as mitigate its upper 
caste and upper class bias. While the expansion of 
higher education in the post-Independence period 
has been phenomenal, results are not equally commen- 
surate in terms of change in the Composition of edu- 
cation, in terms of its basic character or biases. 

2.95. While .a higher level of industrial growth 
combined with the process of technological transfor- 
mation in agriculture can contribute a great deal 
towards easing the pressure of unemployment among 
the educated, to derive maximum advantage from the 
growth process, it is necessary to establish liaison bet- 
ween the concerned authorities in industry and agri- 
culture, cn the one hand, and those who run the edu- 
cational establishments, on the other. Mere enuncia- 
tion of a policy on restricting admission to higher 
institutions of learning is unlikely to be effective nor 
does it improve the distribution of income unless the 
policy is supported by a set of substitute measures for 
providing education on a multiple entry-exit basis. 
While a package of policies designed to deal with 
these problems has been formulated as part of the 
Plan, much would depend on the implementation of 
the policies in as much as they deal with a multitude 
of individuals and institutions. 


2.96. Controlling the rate of growth of population 
through wider adoption of family planning practices 
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can serve as an important instrument for improving 
the distribution of income over the long run. If the 
income re-distributional objective of the family plann- 
ing programme is to be achieved, it is- essential 
that these programmes should reach as wide а 
section of our population as possible. Clearly, the 
cost-effectiveness of the different methods must 
take into account the special problems facing the 
different segments of our society. Improvement of 
educational conditions amongst women can play an 
important role in ensuring the success of the family 
planning programmes. Education of girls acquires 
a critical importance from this point of view as well. 


2.97. To put it very briefly, policies designed to 
improve distribution of income must include measures 
which lead to a better distribution of material proper- 
ty, especially land, improve substantially earning from 
labour through providing extensive opportunities for 
gainful work and facilitate the process of formation 
of human capital, especially in the deprived sections 
of our society, through equitable sharing of public 
goods such as education and health. Since in our 
conditions the process of redistribution must be wo- 
ven into the process of production itself, the policies 
for resource mobilisation and' development or resour- 
ces must be considered along with tie measures 


discussed in this section. 


Сһарїег 3 


не development strategy of a Plan, derived from 
its basic objectives, finds concrete ica in 
and pattern of growth. The performance 
Po ecu dn this тара during the Fourth Plan 
period and the projections for the Fifth Plan are dis- 
cussed below. 
FOURTH PLAN REVIEW 


32. The Fourth Plan envisaged an increase in net 
domestic product at 1968-69 factor cost from 


Rate and Pattern of Growth 


Rs.29071 crores in 1968-69 to Rs. 38306 crores in 
1973-74. In terms of 1960-61 prices this would 
imply an increase from Rs. 17351 crores in 1968-69 
to Rs. 22862 crores in 1973-74. The average annual 
compound rate of growth works out to 5.7 per cent. 
The actual rate of growth, overall and by sectors 
and sub-sectors, in terms of net value added, for the 
first four years of the Fourth Plan is given below. 


Absolute values are given in Annexure I. 


Table 1; Overall and Sectoral Rates of Growth, Fourth Plan Estimates 
and Actual Performance 1969-70 to 1972-73 


sector/sub-sector 


(0) 


1. agriculture 

(i) agriculture . 

(ii) forestry and logging 

(iii) fishing Е 
2. mining & manufacturing 

(i) mining and quarrying . 

(ii) large-scale manufacture 

(iii) small-scale manufacture 
3. electricity, gas and water supply . 
4. construction. : }- | 
5. transport & communications 

(i) railways 

(ii) other transport 

(iii) communications 1 5 
6. realestate and ownership of dwellings . 
7. trade, storage, hotels etc. 
8, public administration and defence 
9, banking and insurance 
. Other services i 
. net domestic product at factor cost 


(per cent) 

fourth plan 1969-70 1970-71 1971-72 1972-73 
projections 

СЕОУ УО) 58 (3) (4) (5) 

5.0 5.1 4.7 —].7 5 
5.0 5.2 5.2 --1.9 —6.1 
21 2.2 ^ —14 1.1 13.6 
3.9 0.9 2.8 7.4 5.2 
Т, 5.0 1.8 2.9 4.2 
8.3 6.2 —12.5 dcs 347 
9.3 5.9 4.1 3.8 4.4 
5.2 3.4 1.2 1^5 4.0 
9,3 9.4 4,8 66 22 
8.6 6.7 24.8 1.8 9.2 
6.4 5.8 4.9 5.0 3.8 
4.9 5.2 1.6 3.6 3.0 
7.0 6.8 7.1 6.0 4.2 
7.9 4.4 7.6 5:5 5.2 
3.4 2:2 —3.7 1.6 1.4 
7.1 4.9 1.9 2.9 3.1 
2.0 7.4 239. 1221 8.9 
4.7 9.2 9.9 10.7 12.4 
4.7 43 --1.0 3.8 4.1 
254. 5.2 4.2 1:7 0.6 


Annexure I get revised. 


3.3. Against the projected overall rate of growth of 
5.7 per cent per annum, the economy experienced 
a rate of growth of 5.2 per cent in 1969-70. 1t fell 
to 4.2 per-cent in 1970-71, 1.7 per cent in 1971-72 
and 0.6 per cent in 1972-73. Though there was a 
set back in mining and manufacture and transport 
in 1970-71, it was a good year for agriculture, with 
a record crop of foodgrains. In 1971-72, there was 
some improvement in the rate of growth of industrial 
production but agriculture received a sharp set-back 
and actually suffered an overall decline in output. 
This brought down the overall rate of growth to 
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Note : The rates of growth given above are subject to revision as and when the estimates of net domestic product given in 


barely 1.7 per cent. In 1972-73 while industry showed 
a further modest improvement, agriculture had a very 
lean year on account of severe widespread drought, 
particularly in respect of foodgrains, groundnut and 
raw jute. This was the main reason for the further 
decline in the rate of growth to as low a figure as 
0.6 per cent. In working out the estimate of domestic 
product for 1973-74, the base year for the Fitth Plan 
projections, an overall rate of growth of 7 per cent has 
been assumed for this year. The bumper kharif crop 
and the promising outlook for rabi, together with indi- 
cations of improvement in some other sectors, suggest 


hát the assumed overall rate of growth is likely {о 


materialise, even though the contribution of different 
sectors to the growth process may be somewhat diffe- 
rent. It seems likely that over the Fourth Plan period 
the total increase in net domestic product would be 
of the order of 20 per cent giving an average com- 
pound rate of growth of 3.7 per cent per annum, 


3.4. A summary statement indicating the progress 
in the realisation of the principal Fourth Plan projec- 
tions is given in Annexure IV. The reasons for the 
shortfall in different sectors have been discussed in the 
espective chapters. The lessons drawn from the 
ourth Plan experience have been taken into account 
їп working out the overall framework as also the 
evelopment programmes for different sectors. It is 
ery clear that the rate of growth experienced in the 
ourth Plan period is very inadequate in relation to 
lequirements. At this rate, our basic problems would 
crease over the years rather than move towards what 
ay be called, even liberally, a solution. A rate 
f growth of the order originally envisaged іп the 
ourth Plan is the minimum that the country must 
fitive for if the planning process is to lead to pro- 

E. improvement in the living conditions of the 
ople. 


FirTH PLAN PROJECTIONS 


3.5. The rate and pattern of growth for the Fifth 
lan has been derived from the objectives and strategy 
f the Plan. Removal of poverty and attainment of 
conomic self-reliance are the two major objectives. 
е main elements of the Fifth Plan strategy for the 
ealisation of these objectives are (1) a 5.5 per cent 
verall rate of growth of gross domestic product; (2) 
n expansion of productive employment opportunities; 
(3) a National Programme for Minimum Needs соуег- 
ing elementary education, drinking water, medical care 
in rural areas, nutrition, home sites for the landless 
labour, rural roads, rural electrification, and slum 
provement and clearance; (4) extended programmes 
f social welfare; (5) emphasis on agticulture, key 
nd basic industries, and industries producing goods 
Or mass consumption; (6) an adequate public pro- 
шетепі and distribution system for assured supply 
Í essential consumption goods, at least to poorer 
ections, at. reasonably stable prices; (7) vigorous 
Xport promotion and import substitution; (8) rigo- 
ous restraint on inessential consumption; (9) ап 
uitable prices-wages-incomes balance; and (10) 
Institutional, fiscal and other measures for the reduc- 
ion of social, economic and regional inequalities. 


te of Growth 


‚ would be unsatisfactory. 
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performance have often involved the economy “іп 
crises of disproportion. Even {һе 5.5 per cent rate 
of growth will call tor, besides much greater efficiency 
in planning and implementation, hard decisions, rigo- 
rous discipline and considerable sacrifice. 


3.7. A rate significantly lower than 5.5 per cent 
It will involve slowing down 
the rate of growth of industry, particularly in the key 
and basic lines which are crucial for building up the 
growth potential of the economy. While making it 
more difficult to sustain an adequate rate of growth 
in the future from the country’s own resources, it 
will afford no significant relief to the balance of pay- . 
ments in the Fifth Plan. The strain on the balance 
of payments arises primarily from two factors. The 
first is the heavy debt service obligations, estimated 
at Rs. 2557 crores over the Fifth Plan. This sub- 
stantially effects our manoeuverability on the balance 
of payment front. The other major factor is the 
large requirements for maintenance imports many of 
which may be available over the years only at con- 
siderably increased prices. These imports constitute over 
80 per cent of the total estimated imports. The only 
satisfactory way to meet the maintenance requirements 
of the economy is to produce the needed goods, unless 
domestic production at reasonable costs is not feasi- 
ble- This points to the need for the accelerated crea- 
tion and fuller utilisation of capacity in the relevant 
fields—steel, non-ferrous metals, crude oil, petroleum 
products, engineering ancillaries and basic chemicals. 
At the same time, efforts to step up the output of 
foodgrains, oilseeds and fibres have to be pursued with 
_vigour. A solution of the balance of payments prob- 
Мет consistent with our basic objectives lies along 
these lines rather than in a slower overall rate of 


growth. 


3.8. The rate of growth of 5.5 per cent per annum 
is the same as the one adopted in the Document 
“Approach to the Fifth Plan”. In that Document 
the total development outlay for the Fifth Plan pe- 
riod had been set at Rs. 51165 crores at 1971-72 
prices. Draft Plan estimates are in terms of 1972-73 
prices. The average price level in 1972-73 was, in 
terms of the Index of Wholesale Prices, 9.9 per cent 
higher compared to the 1971-72 level. In spite оѓ 
this rise in the price level, it has been found possible 
on close scrutimy to maintain the targeted rate of 
growth at 5.5 per cent for the Fifth Plan. Necessary 
explanation is given below. 

The rise in prices of investment goods, which is 
more relevant to the real worth of a given Plan outlay, 
has been much smaller than the general rise in prices. 
While the overall Index of Wholesale Prices for 
1972-73 was 9.9 per cent higher compared to the 
1971-72 level, mainly on account of a rise of 13.9 
per cent in the Index for food articles, that for machi- 
nery and transport equipment was only 5.2 per cent 
higher. The erosion in the real worth of the Plan 
outlay was thus smaller than the overall rise їп the 
price level might suggest. 

Secondly, as a result of the revised resources ех- 
ercise which has been undertaken in terms of 1972-73 
prices and takes into account the performance of the 
economy in 1972-73 as also the Central and State 


ets for 1973-74, the Fifth Plan outlay has been 
pou to Rs. 53411 crores, that is by Rs. 2246 crores, 
compared to the estimates in the Approach Document. 
The net inflow of funds, because of the compulsions 
of the balance of Барақ position, has been taken 
Rs. 1228 crores higher. The balance of Rs. 1019 
crores is accounted for by the larger additional re- 
sources mobilisation of Rs. 235 crores and by a 

r accrual of Rs. 784 crores of resources on the 

ed basis of 1973-74 rates of taxes and prices of 
publicly supplied goods and services. Тһе rise т 
devel t costs has thus been neutralised to the ex- 
tent of 4.4 per cent by the higher provision for deve- 
lopment outlays. 


Thirdly, the growth of output in the Fifth Pian 
will rimarily on (i) the completion 
of the projects cud a under implementation and (ii) 
fuller utilisation of capacity, existing as well as that 
. under construction. The benefits from new projects 
to be taken up during the Fifth Plan period will 
largely materialise in the Sixth Plan period. In the 
Draft Plan full provision has been made for the com- 
pletion of the projects in hand. И at all, it is the 
new projects that have taken the cut. Thus what 
has suffered relatively is the advance action for the 
Sixth Plan rather than the capacity and production 
targets for the Fifth Plan. It is hoped that, as a 
result of accelerated growth, over the next two years, 
it will be possible to enlarge the provision for advance 
action for the Sixth Plan as and when required. 


Finally, in 1973-74, the base year for the Fifth 
Plan, capacity and production achievements аге now 
likely to be lower in several important fieids than 
anticipated in the Approach Document. This means 
that the 5.5 per cent rate of growth could materialise 
even if the sights for physical achievemenis in 1978-79 
are set somewhat lower than in the Approach Docu- 
ment. 


Pattern of Growth 


3.9. Within certain limits, a decision on the rate 
of growth is іп the final analysis a matter of informed 
judgement. But the rates at which different sectors 
must grow consistently to attain a specific aggregate 
rate of growih depends to a large extent on. the techno- 
logical and behavioural characteristics of the economy, 
including its access to trading opportunities with the 
rest of the world. 


3.10. In working out the model for the Fifth Plan 
the technological characteristics of the economy as 
reflected in the inter-industry relationships have been 
taken into account. This has involved the use of 
an input-output matrix and an elaborate system of 
material balances. On the consumption side, use has 
been made of the data on consumer expenditure by 
commodities and size classes thrown up by the succes- 
sive rounds of the National Sample Survey. As re- 
gards imports, the corresponding matrices have 
constructed as part of an extended input-output 
matrix. Exports and government expenditure have 
been estimated exogenously. Public consumption has 
been assumed to grow on average by 7 per cent per 
annum. However, within this overall rate, higher rates 
have been postulated for certain social services like 


been 
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health and education in line with the accepted objectj 
of removal of poverty. Private consumption 4 
imports in the terminal year have been estimat 
endogenously. The envisaged total investment q 
lay for the Fifth Plan has been appropriately phas 
out over different years of the Plan period. 


3.11. Sectoral rates of growth which are mutua 
consistent as well as in keeping with the overall г 
of growth, have been worked out by solving a ¢ 
sector consistency type input-output model for | 
terminal year, 1978-79, at 1972-73 prices. As | 
as the distributive objective was concerned,  seve 
variants of the growth model were tried out. H 
emphasis was laid on the two basic variants, ea 
representing a limiting case. Опе was based оп | 
extrapolation of the observed inequality co-effici 
for the year 1968-69 to the terminal year of the Fi 
Plan. The other was obtained on a postulated | 
duction in this co-efficient consistent with the incre 
in the average per capita consumption of lowest 
per cent of the population required for the remo 
of poverty by 1978-79 in terms of the Plan obiecti 
The second variant was adopted. The average anni 
rates of growth for different sectors were compul 
by comparing the solution vector of the preferred уа 
ant ofthe consistency model fortheterminal уе 
with the base year vector. 


3.12. If the basic Plan objective of making | 
maximum possible dent on low end poverty is to 
realised while, at the same time, ensuring that | 
country moves towards economic independence, 
is imperative that the existing disparities between ! 
consumption levels of the rich and {һе рє 
are reduced. The manifest rationality of t 
approach should not, however, lead из 
minimise in any way the need for rigorous ec 
nomic discipline and a determined social purpose th 
must underlie our planning effort if the professed 0 
jective is to be realised within the postulated рат 
meters of a relatively modest rate of growth. 


3.13. While the logic of a redistributive gro 
process demands a substantial narrowing down 
consumption differentials between the different sir 
the basic problem of economic policy is to ensure 
such a logic gets translated into observed re 
This involves action both at the stage of the accrual 
income as weflasin terms of the allocation of acc 
income among different uses, including ihe contrib 
tion to the public exchequer. The pattern of aci 
of income is conditioned by the strategy for the gett 
ration of income. The major thrust of policy has 
be in terms of substantially widened employm 
opportunities in the agricultural sector especially 
agricultural labourers and small farmers. А 


sections must be induced and obliged to provide 
bulk of the private savings envisaged in the Ё 
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thus ensuring that the distribution of consumption is esent 
even less ia than the distribution of disposable Pe "Hass Rp vogue egi ed nae 
E To A cat ROSEO must be given to will have to be employed in А тапһег айке vo 
Potentia $ t vings in pro- the envisaged pattern of i i 

Т vns : > d owth. 
uctive cae where po ж direct investment vigorously ad. efectvely н all pes ee 5. 
p. E А арн ЧЕ аас feed i шу accrual, taxation and savings, (һай progress 
al savers must be made attractive enough to make тм ey toward a less skewed distribution of 
em invest in financial assets. The savings thus : 
moblised must be channelised through the appropriate 3.14, The internally consistent sect 
mancial intermediaries into desirable areas of ссо- growth in terms of broad sectors E a 


omic activity. Finally, production also must be con- pond to the overall 5. 5 per cent annual 

1 4 h 5 г: . rate 

trolled in such a manner that inessential and expensive and the postulated ара in inequality da. 
larticles of consumption are not made available in the sumption is given below: 


Table 2: Projected Sectoral Rate of Growth in Terms of Gross Value of Output and Gross Value 
Added at Factor Cost for the Fifth Plan period. 


average annual rate 
of gowth (9%) 


sectors value of value 
output added 


Mom р а) 0) 
< Í. agriculture 1 Ч 5 1 3 5 5 4 4 ә 4 1 à 5 è © x 4.677 3.89 
“2. mining and manufacturing 2 Я Я 5 5 ғ : - / Е E E b Я 8.27 8.11 
(а) mining 10.47 9.86 
(b) manufacturing . 4 5 . 8.21 7.98 
(i) food products 5.12 4.78 
(ii) textiles 6 5 b i c 5.12 4.10 
(iii) wood and paper products. * 6.90 4,93 
(iv) leather and rubber products . 5 5 Е e ^ 5 a ; 2 7.65 7.32 
(v) chemical products 5 ‘ . а А ы E 4 A 4 " x ^ : 12.43 12:35 
(vi) coal and petroleum products 5 7 2 > : 2 : , 10.61 6.87 
(vii) non-metallic mineral products 8.70 8.20 
(viii) basic metals 12.58 11.76 
(ix) metal products : : р 8.86 8.64 
(x) non-electrical engineering products . 13.58 13.56 
(xi) electrical enginvering produets 9.49 8.91 
(xii): transport equipment $ 7.24 7.24 
(xiii) instruments ^ , Б A 7 4 , » ! 4 i. Д 3 5 Б 9,28 8.20 
(xiv) miscellaneous industries У ` ECE 2 , T À Б P E х P. 8,60 8.41 
3. electricity . 10.84 9.87 


. . 8.77 8.70 
6.13 5.63 


4. construction 


5. transport . 
. 6.27 5.65 


5.50 


6. services . : > * 5 2 : " 3 ы 


7. total 4 5 A E Ж 1 : Я 
Am Rates of growth for all the 65 ss ors of the model are given in Annexure II. 

3.15. The disparate rates of growth for different 1.39 per cent; and of services, from 27.70 per cent 
Sectors will involve a measure of structural change to 27.89 per cent. As normally happens when the 
in the composition of Gross Domestic Product. The economy moves to higher levels of development, the 
share of mining and manufacturing would go up from share of agriculture would decline from 45.74 per 
15.39. per cent іп 1973-74 to 17.39 per cent in cent to 42.36 per cent. Even so, agriculture would 

1978-79; of construction, from 5.62 per cent to continue to account for over two-fifth of the Gross 

6.53 per cent; of electricity, from 1.13 per cent to Domestic Product against a much lower percentage 
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Lui dhe үза ы Details are given below: | 
Table 3 : Sectoral Composition of the Gross Domestic Product in 1973-74 ж 1978-79 


gross value added 


(Rs. crores at 1972-73 ^ percentage of t 


prices) 
sector 1973-74 1978-79 1973-74 197824 
Ur @ а) 0) 6) ü 
1. agriculture 20607.0 24940.4 45.74 421 
2, mining and manufacturing 6933.0 10236.5 15.39 17; 
(a) mining 442.4 107.9 0.98 1. 
(b) manufacturing 6490.6 9528.6 14.41 16, 
` () food products 875.3 1105.4 1.94 1j 
(ii) textiles 1417.0 1732.4 3.14 p 
(iii) wood and paper ENS 280.1 356.3 0.62 0, 
(iv) leather and rubber products 101.7 144.8 0.23 0.3 
(v) chemical products 5 790,4 1414.8 1.75 21 
(vi) coal and petroleum products 99.4 138.5 0.22 0. 
(vii) non-metallic mineral products 621.8 921.9 1.38 1. 
(viii) basic metals 570.3 994.4 1.27 17 
(ix) metal products b : 473.1 715.9 1.05 1. 
(x) non-electrical engineering КЕ 4 ^ 4 2 >» 342.9 647.5 0.76 1 
(xi) electrical engineering products 271.7 425.5 0.62 0. 
(xii) transport equipment 360.2 510.9 0.80 0 
(xiii) instruments n * 5 5 i М t ү; 11.5 17.4 0.03 0 
(xiv). misccellaneous ind stele o Е 5 5 . 5 . 5 269.2 403.2 0.60 0 
3. electricity . 511.0 818.2 1:13 1 
4, construction 2533.0 3844.3 5.62 6 
5. transport . у К A x А A а . 1990.0 2616.6 4.42 
6. services 12476.0 16419.0 27.70 27 
total i б ; t D . . В . . 45050.0 58%75.0 100.00 100. 


Details for all the 66 sectors of the model are given in Annexure III. 


3.16. For the purposes of formulation of invest- 
ment projects and production programmes, it is neces- 
sary to translate the projected rates of growth into 
physical targets. For items like coal, iron- 
ore and cement which form independent sectors in 
the model, the targets can be worked out directly 


Table 4: Estimates of Output, 1973-74 and 1978-79 


from it. In some other cases material balances 
other techniques were employed. Some of the рп 
cipal targets emerging from the exercise are pres 
ed below. More detailed estimates are given 
Annexure ТУ. 


item unit 1973-74 19781 
(0) (1) (2) 
1. foodgrains 5 4 А У с В million tonnes 114 140 
2. oilseeds . 5 5 = р . . 9.4 12.5 
3. sugarcane (in terms of еш) - $ г $ : million tonnes 13.4 17.0 
4. cotton. 3, А 5 б A $ * million bales 6.5 
5. jute 1 " zs 5.6 
6. coal 1 x million tonnes 79 5 
7, iron ore > 37 58 
8. crude petroleum T " 1.7 12,0 
9. tea . million kgs. 460 550 
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(1) 


(0) 
10. sugar > 2 
11. vanaspati У k 3 
12. cotton cloth 
13, jute manufactures — 4 
14, paper and paper board 
15. newsprint - Т 
16. autorhobile tyres pe 
17. nitorgenous fertilisers(N) 
18. phosphatic fertilisers (P2 Os) 
19. sulphuric acid. Р i 
20. caustic soda қ 
21. soda ash 
22. plastics . : ' 3 
23. pesticides (technical materials) 
24. soap? 5 с Š - 
25. drugs and pharmaceuticals , 
26. manmade fibres—cellulosics 
27. manmade fibres—synthetics 
28. petroleum products 
29. cement . : E 
30. refractories 
31. pig iron for sale; 
32. mild steel (finished) 
33. aluminium к ‚ 
34. copper. А К 
35. zinc . Я . 
36. agricultural tractors „ 
37. machine tools 2 с $ 
38. metallurgical and other heavy equipment 
39. coal and other mining machinery 
40, cotton textile machinery — 
41. cement machinery — - А 
42. sugar machinery 
43. hydro turbines . E Р 
44, thermal turbines ©- 1 
45. power boilers . > б 
46. electric transformers . 
47. electric motors . : б 
48. ACSR & АА conductors 
49, commercial vehicles . А 
50, Motor cycles and scooters 3 
51. bicycles . к % в n 
52. diesellocomotives — - қ * 
53. electric locomotiues . б 
54. railway coaches $ 
55. Railways wagons 4^ . j H 
56. electricity generation 


1 Bale—180 kg. 
2 Organised sector only. 


3 Includes mopeds and 3-wheelers. 


4 In terms of 4-wheelers. 


million tonnes 
000 tonnes 
million meters 
000 tonnes 

» 

» 
million nos. 
000 tonnes 


Rs. crores 
000 tonnes 


» 
million tonnes 


000 (des 
million tonnes 

^" 
000 tonnes 

” 

^" 
000 nos. 
Rs. crores 
000 tonnes 


Rs. crores 


million kw 
» 
million kva 
million bp 
000 tonnes 
000 nos. 


^" 


000 nos. 
bill. kwh. 


t 
ы 


47. Apart from the transport sector, the whole 
of ie edi sector has been included under services. 
The projected rate of growth for the tertiary sector 
works out to 6.3 per cent per annum in terms of 
value of output and 5.6 per cent in terms of value 
added. 


3.18. The sectoral rates of growth as worked out 
in the present document are somewhat different from 
those worked out earlier for the Approach Document. 
The differences are mainly due to (i) disparate changes 
in the price level of different commodities between 
1971-72 and 1972-73, (ii) revised estimates of output 
for 1973-74, (ii) higher estimates of exports for both 
1973-74 and 1978-79, and (iv) some adjustments in 
priorities necessitated by the sharp rise in the world 
prices of some of our major imports. 


3.19. The exercises with the two variants, the onc 
with unchanged inequality and the other with the 
postulated reduction in inequality co-efficient, have 
Shown that, given the pattern of inter-industry rela- 
tionships and the limited possibilities for trade and 
external assistance, the pattern of growth rates of 
output in the core sectors of the economy which pro- 
vide essential raw materials, capital goods and infra- 
structural facilities is largely invariant with respect 
to any alterations in the inequality parameter, so long 
as the commodity consumption pattern by different 
expenditure classes remains the same as in 1968-69. 
In respect of luxury consumption sectors, how- 
ever, the preferred variant implies more rigorous 
curbs on their growth. This becomes суеп 
more obvious at the finer levels of commodity classi- 
fication required for detailed planning. The present 
level of aggregation of commodity groups conceals 
and understates the considerable difference between 
the two variants in respect of luxury items. 


3.20. In principle, one can conceive of different 
degrees of redistribution lying between the status quo 
and the variant adopted. However, with the postu- 
lated rate of growth in gross domestic product, an 
assumption of a higher degree of inequality will imply 
stretching out the process of removal of poverty over 
a longer period of time. This will not, however, 
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imply any major departure in the pattern of growth 
as the exercises with the two limiting cases have 
clearly demonstrated with the exception of a lew sec- 
tors. In case of luxury items, the rigour of the curb on 
expansion will depend upon the progress made over the 
Plan period towards the reduction of inequality. The 
rauouale for using the second variant stems precisely 
from the fact that once the directional moves are 
known, all our efforts should be directed at eliminat- 
ing poverty as early as possible. 


3.21. One finding from the exercise is that reduced 
inequality ia consumption expenditures is consistent 
with a reduction in the total demand for imports 
provided the food economy is managed essentially 
with domestic output. Self-reliance, as much as re- 
moval of poverty, calls for redistribution of consump- 
tion in favour of the low-income groups. Correspond- 
ingly any elitist orientation of the production pattern 
for consumer goods has to give way to an emphasis 
on the production of articles of mass consumption. 


3.22. The exercise indicates that progress towards 
self-reliance will be significantly accelerated if higher 
levels of production can be achieved in a few sectors 
such as steel, non-ferrous metals, fertilisers and crude 
oil, All efforts should be concentrated on expanding 
production at a fast rate in these sectors. At a mini- 
mum, the targets now set must be realised. The 
rate of growth of agriculture emerging from the pre- 
ferred variant is of crucial significance for redistribu- 
tive purposes as well as for attaining self-reliance. 


3.23. Now that the broad pattern of sectoral rates 
of growth as also the principal targets have been set, 
it will be necessary to complete the preparatory steps | 
for implementation well in time for the launching of 
the Plan. Detailed sectoral programmes, especially for 
the core sectors, must be finalised as a matter of 
high priority. Nothing should be left undone that is 
needed to ensure that the envisaged growth rates are 
translated into realised magnitudes. All this should 
be facilitated by the assurance provided by the growth 
model worked out for the Fifth Plan that it is possible 
to achieve a closer harmonisation between the twin 
objectives of working towards the removal of poverty 


and the attainment of self-reliance than is commonly 
realised. 


ANNEXURE 1 
Net Domestic Product at Factor Cost, 1968-69 to 1972-73 


(Rs. crores at 1960-61 prices) 


sector/sub-sector 1968-69 1969-70 1970-71 1971-72 1972-73 
is а) 0) (3) (4) (5) 

1. agriculture 7544 7925 8297 8156 7109 
(i) agriculture . 2 : . + : : 4 [3 7165 7539 7928 7716 7299 

(ii) forestry and logging А А, > 1 H t 215 281 261 264 300 
(iii) fishing : . . 54 . sies . 104 105 108 116 110 
2. mining & manufacturing. б У, 4 5 б 4 . 2983 3133 3190 { 3281 3420 
(i) mining and quarrying . 5 Y А 5 А ^ 227 241 211 218 226 

(ii) large-scale manufacture A Е x - 5 1664 1763 1836 1905 1989 
(iii) small-scale manufacture 5 4 4 à К à 1092 1129 1143 1158 1205 
3. electricity, gas and water supply -~ ч 2 5 5 5 171 187 196 209 224 
4. construction E 5 E E E . : ^ 786 839 1047 1066 1164 
5. transport and communications . с қ ^ > 889 941 987 1036 1076 
(i) railways 4 s 3 7 қ = 5 m 366 385 391 405 417 
(ii) other transport . А у: » x 4 м Ü 410 438 469 497 518, 
(iii) communications . 2 È E 2 4 д А 113 118 127 134 141 

6. real estate and ownership of dwellings . ^ 3 г : 496 512 493 501 508 
Т, trade, storage, hotelsetc. 8-8 иери 1851 1942 1979 2037 2100 
8. public administration and defence . : 4 А b 4 1039 1116 1144 1283 1397 
9. bankingandinsurance» —« + © * 7 T 249 272 299 331 372 
ЛИН весе e ТЕ an cance MEQUE 353 ж” 1225 1265 1253 1301 1355 
11. net domestic product at factor cost E : A 2 5 17233 18132 18885 19201 19325 


Notes: (1) The data аге subject to revision. 4 : 
1 net domestic product in 1968-69 at 1960-61 prices has now been estimated at Rs. 17233 crores as against 
e a inst joues арып the estimate of Rs. 29071 crores at 1968-69 prices given in the Fourth Plan document. 


(3) Item 2 (iii) relates to ‘unregistered manufacturing’ and not to ‘small scale manufacture’ as such. Since the two 
have broadly the same coverage, they are assumed to represent the same segment of the economy. 
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ANNEXURE II 


Rate of Growth of Gross Output xd Gross Value Added over the Fifth Plan Period by Sectors and Sub-Sectors 


(per cent} 
+ gross Ч АДЫ 

sector/sub-sector a 2 А 4 ud 
- я 3 
0 A X 
agriculture ү 5 y s 5 : қ г c ? 2 2 4.67 а 6 ы 
1. foodgrains А А 2 i 5 " 3 b 4.00 3.20 
2. other field crops. ч 2 : = : E 5 4 А 1 Я 5 4.87 4: 10 
3. animal husbandry and fishing m 5.57 5.01 
4. plantations К y 7 i 2 : 4 У £ E 3 i н 2 3.79 s 
5. forestry . Ў А 5 к : 5 5 E Y Қ А 5 5 ч V “ 6.79 5,83 
mining and manufacturing 2. " 2 е 4 A б ^ t 2 à E P 8.27 8.11 
(а) mining . К 1 д 2 S 4 : қ 5 T " Б г { : I 10.47 9.86 
6.codl  . 3 d 2 E > 2 2 5 . 2 4 . 5 ` T 11.36 10.63 
7. iron ore ү; 5 5 1 E 5 E * A К А ` ; ; 9.41 8.87 
8. crude petroleum =. 3 ч ^ 2 5 b 5 2 s ^ 2 б ^ $ 9.27 8.78 
9. other minerals s ^ ^ J с b ` . б 3 3 К * v ^ 9.29 8.79 
(b) manufacturing 3 1 с б d 5 с T d к Б ^ ^ " 8.21 7.98 
(i) food products . d М E д р, 5 М á 4 : А e E С 5.12 4,78 
10. sugar and gur 5 5 5 Д : Е , 5 2 А % s 2 А è 5.76 5.70 
11. vegetable oils $ " 4 = 5 5 2 Е 7 3 T : 5 2 5.19 4.80 
12, tea and coffee é 7 Е Е 5 5 К ; 5 қ К А R . è 3.87 3.47 
13. other food products 1 T 3 я (^ 5 ; P 4 P қ 5 2 R 5.06 4.59 
(ii) textiles ү, E 1 Б х $ E 5 1 5 5 j à и H 5.12 4.10 
14. cotton textiles 5 3 E : > 5 2 5 . ; қ 2 E А 5.10 4.27 
15. jute textiles ў X : 3 : : 2 : E : . 5 5 7 а 4.21 3.77 
16. other textiles Ў ; s 5 d 5 * қ б 1 f . a ( 5.28 4.79 
17. miscellaneous textile DS é $ 4 : E 3 5 х a tj 3 г 5.55 3.76 
(iii) wood and paper products . У ы ^ Y З * i 5 3 , $ А 6.90 4,93 
18. wood products 5 ; 3 Қ t В . : ` б à : 4.98 4.58 
19. paper and paper QUSS 5 3 5 A : . : 5 3 5 À қ 9.22 7.70 
(iv) leather and rubber products А 4 k c C y 5 ў И 5 Я 7.65 7.32 
20. leather products .,, : С 4 h 5 ‘ ` : ^ 3 5 2 9:95, 5.73 
21. rubber products  . Я 4 $ 3 : 5 j 4 х E 2 ч d 8.80 8.41 
(v) chemical products TE OTR AER ica Nar sep AE RE о RE er y 12.35 
22. fertilisers Я T ү! : is 4 А 2 d A ( 4 ў 5 28.05 27.69 
23. inorganic beavy Иа: ^ : А a - 4 : т : \ 5 E " 13.91 13.54 
24. organic heavy chemicals > 5 А A 4 3 * К 7 3 s 5 $ 10.99 10.65 
25. plastics and paints . д : 4 d d 3 ; % т Р З % 5 10.55 10.19 
26. cosmetics and drugs N 2 : В қ 4 $ 5 i ^ $ З 1 5.09 4.64 
27. man-made fibres. h d . К ғ E б ‘ 2 б 2 : б s 5.90 5.61 
28. other chemicals 5 5 б $ Ў d . * Д Я 5 : 4 9.19 8.71 
(vi) coal and petroleum products 5 5 5 5 м À d ` Ў = ч 10.61 6.87 
29. miscellaneous coal products 2 C . Д й E : 12.61 12.14 
30. petroleum products 9.99 1.79 
(vii) non-metallic minerai eise Y 5 3 ` 8.70 8.20 
31. cement . . 2 : E . . . ` $ 9.30 8.89 
32. refractories - А i 7 Mu f X 2 А Х s 10.87 10.44 
33. other non-metallic mineral КШ: е Х с х 5 E 8.38 7.96 
(viii) basic metals . 3 ; Ў 2 12.58 11.76 
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(0) а) Q) 
34. iron and steel 11.50 178 
35. non-ferrous metals . 15:04 14.90 
(ix) metal products. 8.86 8, 64 
36. bolts and nuts 9.96 9.89 
37. metal containers 6.64 6.58 
38. other metallic products 8.96 8.67 
(x) non-electrical engineering di 13.58 13.56 
39. ball bearings . 14.74 14.53 
40. office and domestic ава 11.22 10.86 
41. agricultural implements 8.49 8.03 
42. machine tools 16.05 15.91 
43. other machinery 14.71 14.59 
(xi) electrical engineering ау 9.49 8.91 
44. electrical motors 10.17 9.83 
45. electrical wires 9.01 8.90 
46. electronics 12.17 11.60 
47. batteries 8.01 7.74 
48. electrical household E 7.08 6.73 
49. radios ^ 3.48 2.03 
50. telephone and telegraph ret 10.31 10.02 
51. other electricals Y 12.13 12.08 
(xii) transport equipment 7.24 7.24 
52. motor cycles 7.24 6.90 
53. motor vehicles 6.15 5.97 
54. ships and boats 9.69 9.65 
55. aircraft . 11.46 11.06 
56. railway equipment . 7.61 7:47 
57. other transport equipment 7.03 6.63 
(xiii) instruments 9.28 8.20 
58. watches and clocks . 8.12 7.84 
59. miscellaneous scientific instruments 9.61 8.37 
(xiv) miscellaneous industries 8.60 8.41 
60. otherindustries — . · 9.46 9.41 
61. printing . 6.11 5.20 
Ш, electricity 10.84 9.87 
62. electricity 10.84 9.87 
IV. construction 8.77 8.10 
63. construction 8.77 8.70 
V. transport 6:13 2:63 
64. railways 6.46 5.73 
65. other transport 5.84 5.55 
VI services 6.27 5.65 
66. services ,. 2c 2:65 
5.50 


67. total 


ANNEXURE ЛІ” 
Gross value Added by Sector and Sub-Sectors, 1973-74 and 1978-79 


sector/sub-sector Rs. crores at 1972-73 percentage of total 
factor cost 


1973-74 1978-79 1973-74 1978-79 


(0) a) (2) (3) Ф 
I. agriculture . d 2 5 з > А c 5 - б Ў 20607.0 24940.4 45.74 42.36 
1. foodgrains . : PU MA, 5 4 2 К 2 5 8740.0 10229.1 19.40 17.37 
2. other field crops . С А > с б à 4 5 8496.0 10386.9 18.86 17.65 
3. animal husbandry and fishing, . i 4 Д * 5 : Е 2575.0 3287.8 5.72 5.58 
4. plantations . d ‘ 2 > : 3 £ А : 150.0 178.9 0.33 0.30 
5. forestry . } Us : К Sy hs ME 4 Я 646.0 857.7 1.43 1.46 
П, mining and занае ^ : E : 5 : й : 2 6933.0 10236.5 15.39 17.39 
(а) mining . б 2 5 . . А è 2 е; ^ 4 442.4 707.9 0.98 1.20 
6. coal 5 А 2 5 j : А ч . 4 : : 252.0 417.6 0.55 0.70 
7. iron ore : 3 4 5 . 9 5 : ‚ > 31.0 47.4 0.07 0.08 
8. crude petroleum — . E е B 7 j d . ` 5 76.0 115.7 0.17 0.20 
9. other minerals 5 2 Д б = ` * Ў 5 5 83.4 127.2 0.19 0.22 
(b) manufacturing 3 А T 4 3 5 К E ; A 6490.6 9528.6 14.41 16.19 
(i) food products . СР хг у" 4 ci 875.3 1105.4 1.94 1.88 
10. sugar and gur 4 i 2 а : - 3 1 х $ 174.6 230.4 0.39 0.39 
11. vegetable oils . $ ` E : К a ct 4 & é 113.9 144.00 0.25 0.24 
12. tea and coffee cv MICE T мл 3 Su 5 ^ 52.3 62.0 0.12 0.11 
13. other food products V Аус” әй E : 5 3 5 X 534.5 669.0 1.18 1.14 
(EUR en Por 9452 17 2 : 3 г ` ; 1417.0 1732.4 3.15 2.93 
14. cotton textiles БҮРУ; А 3 EEG У А = Е 823.2 1014.7 1.83 1.71 
15. jute textiles. А гат, ; March ha 145.8 175.4 0.32 0.30 
16. other textiles . . 3 . К Зета 5 H 57.6 72.8 0.13 0.12 
17. miscella neous textile кн B 4 Ч S 9 с е A 390.4 469.5 0.87 0.80 
(iii) wood and paper products . A У 2 5 45750 ` 280.1 356.3 0.62 0.61 
18. wood products E ; Р 5 ; ғ е d A 250.9 314.0 0.56 0.54 
119. paper and paper products! 4 > У б 3 t 7 x 29.2 42.3 0.06 0.07 
(iv) leather and rubber products . с М S P Н M 101.7 144.8 0.23 0.25 
20. leather products — . 3 5 а A 2 d М > y 42.5 56.1 0.09 0.10 
21. rubber products . 5 ‘ A t i ; 5 ® i 59.2 88.7 0.14 0.15 
(v) chemical products . А А 1 7 5 2 k 4 790.3 1414.8 1.75 2.40 
22. fertilisers ч ЖАС к: АРАССА Б { 106.0 359.7 0.24 0.60 
ax оти heavy chemicals а = с 5 2 E с 5 89.6 169.0 0.20 0.29 
n c е IAN у, et ea Lr : қ 49.0 81.2 0.11 0.14 
25. plastics and paints . А 5 5 : n ^ A . E 42.4 68.8 0.09 0.12 
26. cosmetics and drugs 493 d. . 4 . „У . . 87.7 110.2 0.19 0. 19 
Zimanmade für у айы CMM су A з, 25.9 34.0 0.06 0.06 
8h Other chemicals. ye MEME e M DK суд 389.7 591.9 0.86 1 ‘00 
(vi) coal and petroleum products. 9. 2, 1 | 99.4 138.5 E 0.24 
29, miscellaneous coal products . : ^ 5 5 с c E 44.0 78 n à 10 0 4 
30. petroleum products 4 б 4 А 5 К А, i 55.4 60. 5 ең i » H 
(vii) non-metallic mineral products ZEE ЛЛК T dat, E Т5 621.8 921 9 1.38 1 E 
31. cement . 5 3 . г . : . . H . . 83.0 1271 Я 

32. refractories ^ A gas 0,7 
Й z . “ » 5 - . 26.2 431 0.06 07 

33. other non-metallic iS] prodi A 
(viii) basic metals СИЛЕ |, 215:0 ien Ms 122 
. D . . А . 570.3 994.4 1.27 1.69 
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(0) 


60, 


61. 


. iron and steel . 
. non-ferrous metals . 


(ix) metal products 


. bolts and nuts 

. metal containers 

. other metallic products. 
(x) non-electrical engineering tan 


. ball bearings . 
. office and domestic equipment . 


. agricultural implements 
. machine tools 


. other machinery — . = 
(xi) electrical engineering products i 


. electrical motors 

. electrical wires 

. electronics 

. batteries 

8. electrical household 285 

. radios 

. telephone and COMM аек 
. other electricals 


(xii) transport equipment 


. motor cycles . 

. motor vehicles 

. Ships and boats 

. aircraft . * 

‚ railway equipment . 

. other transport equipment 


(xiii) instruments 


8. watches and clocks . Б 
. miscellaneous scientific instruments . 


(ix) miscellaneous industries 
other industries 
printing . 


Ill. electricity 


62. 


electricity 


IV. construction 


63. 


construction 


V. transport 


64. 


65. 


railways 
other transport 


VI. services . А 


66. 


services . 


67. total A - E Ж 
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(1) Q (3) 
442.2 737.9 0.99 
128.1 256.5 0.28 
473.1 715.9 1.05 
21.8 34.9 0.05 
22.0 30.2 0.05 
429.3 650.8 0.95 
342.9 647.5 0.76 
21.6 42.6 0.05 
35.2 58.9 0.08 

43 904 73.8 0.11 
52.8 110.5 0.12 
183.1 361.7 0.41 
277.7 425.5 0.62 
28.4 45.4 0.06 
50.5 77,2 0.11 
28.6 49.9 0.05 

- 21.5 31.2 0.05 
31.4 43.6 0.07 
39.2 43.3 0.09 
21.8 35.1 0.05 
56.3 99.7 0.13 
360.2 510.9 0.80 
26.7 37.3 0.06 
110.7 148.0 0.24 
22.1 35.0 0.05 
21.1 35.6 0.05 
136.3 195.4 0.30 
43.3 59.6 0.10 
1.5 17.1 0.03 
3:7 5.4 0.01 

7.8 11.7 0.02 
269.2 403.2 0.60 
201.5 316.0 0.45 
67.7 87.2 0.15 
511.0 818.2 1513 
511.0 818.2 1.13 
2533.0 3844.3 5.62 
2533.0 3844.3 5.62 
“ 1990.0 2616.6 4.42 
870.0 1149.5 1.93 
1120.0 1467.1 2.49 
12476.0 16419.0 27,69 
12476.0 16419.0 27.69 
45050.0 58875.0 100.0 


(4) 


1.25 
0.44 
1.22 
0.06 
0.05 
1.11 
1.10 


0.07 
0.10 


0.13 
0.19 


0.61 
0.72 


0.08 
0.13 

0.08 
0.05 
0.07 
0.07 

0.06 


0.18 
0.87 


0.06 
0.26 
0.06 
0.06 
0.33 


0.10 
0.03 


0.01 


0.02 
0.68 


0.53 
0.15 
1.39 
1.39 
6.53 
6.53 
4.44 
1.95 
2.49 
27.89 
27.89 
100.0 


ANNEXURE IV | 
Selected Output Projections and Achievements. 


item unit fourth 1968-69 1969-70 1970-7] 1971-72 1972-73 1973-74 fifth 
plan (provi- (estima- plan 
sional) ted) projec- 
tlons 
0 (5 ОЛОО 9.0 m =o 6 
agriculture 
1. foodgrains . fs 1 3 5 . mill. tonnes 129.0 94.0 99.5 108.4 105.2 95.2 114.0 140.0 
Valve AIS s с 4 с қ е -do- 52.0 39.8 40.4 422 43.1 38.6 44.0 54.0 
3. wheat » м А 3 d $ -Чо- 24.0 18.6 20.1 23.8 26.4 24.9 30.0 38.0 
4. coarse cereals . s 4 ^ Қ -do- 38.0 252 27.3 30.6 24.6 22.2 28.5 34.0 
5. pulses Ў D А - > . -do- 15.0 10.4 T 11,8 11.1 9.5 11,5 14.0 
6. oilseeds . E i x > . -Чо- 10.5 6.8 7.7 9.3 8.7 6.7 9.4 12.5 
7. sugarcane (in terms of gur) . У 1 -Чо- 15.0 12.8 13.8 13.0 11.6 12.6 13.6 17.0 
8. cotton (lint) t 5 а j . mill. bales! 8.0 5.1 5.3 4.5 6.6 5.5 6.5 8.0 
9. jute . 4 . à Ü Д 5 -do- 7.4 2.9 5.7 4.9 5.7 4.9 5.6 6.5 
10. tobacco . " : з : . thou. tonnes 450.0 361.0 337.0 362.0 418.9 363.6 370.0 425.0 
11. coconut . 3 Я T 5 . billion nuts 6.6 5.5 5.9 6.1 6.1 P: 6.6 7.7 
12. arecanut . 5 А : : . thou. tonnes 150.0 140.0 138.0 141.00 151.0 43 A s. 
13. cashewnut . $ М è Я ; ~do- 207.0 185.6 196.6 m “ .. 210.0 280.0 
14. pepper . ` А К . 4 -do- 42.0 26.0 25.0 26.0 26.2 26.1 30.0 38.0 
mining 
15. coking coal. c t 1 c . mill. tonnes 25.4 17.1 18.1 17.8 16.7 16.8 17.0 32.0 
16. non-coking coal . . à А . -Чо- 68.1 54.3 57.6 55.1 55.4 59.6 62.0 103.0 
17. ігоп оге . * . Қ 5 is -do- 51.4 28.1 29.3 31.8 33.6 35.0 37.0 58.0 
18. crude petroleum . k P 5 Б -Чо- 8.5 6.06 6.8 6.8 7.4 7.4 Zh 12.0 
food products 
319. Дене СР EESE А AES LL ау mil bea -. 398 401 421 429 453 460 560 
20. coffee : М . 6 . . -do-: 5% 66.6 64.6 72.7 95.6 90 94 114 
21. sugar Б ` . . . . mill. tonnes 4.7 3.56 4.26 3.74 3,11 3.9 4.3 5.7 
22. vanaspati . { $ ді D . thou. tonaes 625 466 477 55% 594 581 575 740 
textiles 
23. cotton yarn . E А Я . mill. kg. 1150 959 962 929 902 972 1000 1270 
24. cotton cloth mill. metres А 
25, millmade К . 0. он 5100 4207 4191 4055 4039 4224 
26. decentralised sectors — . =}, .do- 4250 3584 3594 3742 3444 3830 ) 7800 10000 
27. woollen cloth . А 2 ; с -4о- 20.0 126 12.6 14.3 17.0 27.0 
28. man-madefibres. —. . . ‚д 1500 10900 863 947 968 1500 — 2000 
29. jute manufactures y = 2 ‚ thou. tonnes 1400 1088 944 958 1129 1211 1220 1500 
paper and paper products t 
30. r and paper board . . , ; 
їн fade А ре! | | à AES i е 723 755 803 803 830 1200 
б 0 39.0 370 40.0 о 43 151 
leather and rubber products | 
32. leather footwear . а 5 š . mill. pai 
33! е mill pairs 25.0 21.0 14.6 15.7 15.7 13.3 16.0 21.5 
| Жы ИЕ oe alll tios. 60 3.75 3.62 3.9 
34, bicycle i . . 4.33” 4,95 5.2 10 
viblcpdletyres M ELS ТЫСЫ eter leo tq 35.0 24.57 21.33 19.20 22.3 
35, rubber footwear . . , . mill. pairs ; E 90455050: 30 
s В ; E 558 467 447 458 404 43 60 
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(0) 


E — 
coal and petroleum products 

736. petroleum products 
(including lubricants) 
chemical products 

37, nitrogenous ferlilizer (N) 

38. phosphatic fertilizers (P205) 
39. sulphuric acid 

40. caustic soda 

41. soda ash 

42. oxygen gas қ B 2 
43, methanol 

44. synthetic rubber 

45. phythalic anhydride 

46. pheno! 

47. ethylene glycol 

48. B.H.C. 

49. D.D.T. 

50. synthetic detergents 

5]. drugs & pharmaceuticals 

52., paints and varnishes 

53. rayon filament 

54. rayon staple fibre 

55. rayon tyre cord . 

56. nylon filament & staple 

57. polyester filament and staple . 
58. acrylic fibre 

59. caprolactum 

60. D.M.T. * D 

61. acrylonitribe 4 5 


non-metallic mineral products 


62. cement 
63. refractories 
64, glass . . 


basic metals 


65. pig iron for sale . . Ё . 
66. mild steei . x . З 

67. tool, alloy and special steel. 

68. aluminium . 

69, copper 

70. zinc 5 

71. lead . А 

72. nickel 


metal products 


73. steel castings 
74. steel forgings 
75. welding electrodes 


non-electrical engineering products. 


76. ball & roller bearings . 

77. dumpers and scrapers . 

78, crawler tractors and wheeled давет 
79 road rollers $ 
80. agricultural tractors 

81. power tillers 

82. machine tools@ Е Е 


. Rs. crores 


mill. tonnes 


thou. tonnes 
-do- 
-do- 


mill, m 3 
thou. tonnes 
-do- 
-do- 
-do- 


-do- 
Rs. crores 
thou. tonnes 
-do- 
-do- 
-do- 
-do- 


mill. tonnes 
thou. tonnes 
do 


mill. tonnes 
-do- 

thou. tonnes 
-do- 
-do- 
-do- 
-do- 
-do- 


thou. tonnes 
-do- 
mill. metres 


mill. nos. 

numbers 
-do- 
-do- 

thou, nos. 
-do- 


26.0 


2500.0 


900.0 


2500.0 


500.0 
550.0 
50.0 


70.0 


250.0 
140.0 
64.0 
90.0 


29.0 
22.0 
12.0 
23.0 
20.0 
16.0 


18.0 
1250 
450 


220 
220 


15.0 
808 


1.23 
4.52 


438 
181.5 
8.3 
24.6 
1.8 


54 


326 


1162 
350 
1400 


450 
500 
62 
25 
30 
6.5 
10.0 
7.0 
18.0 
3.8 
85.0 
300 
70.0 
42.0 
80.0, 
17.5 
16.2 
20.0 


10.0 


16.0 
830 
340 


1.8 
5.44 
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i j ANNEXURE IV contd 
„з= 28 — ----- 0800 
2 (0) ў (1) Q) BE QU OP Os... 6 _ 9 
non-electrical engineering products (contd.). E 
83. metallurgical and other heavy equipment thou. tonnes 75.0 25.0 30.0 75,0 
84. cotton textile machinery — . . — . Rs.crores 45.0: 13.8 196 303 33.5 35.0 %0 
85. cement machinery — . КАЙ, -do- 19.0 8.18 10.1 4.2 2.3 2.7 5.0 Ж 
86. sugar machinery , 5 4 б E -do- 21.0 11.8 13.9 13.9 17.7 18.9 20.0 40.0 
87. printing machinery . — . 7 - -йо- 8.0 0.1 0.24 0.33 0.35 0.9 15 Иб 
88. rubber machinery. ^...  . -іс- 12.0 0.17 022 015 0.22 0.25 5.0 18.0 
89. paper & pulp machinery . . . -4о- 13.5 2.7 3.3 3.5 570 6.18 100 366 
* 90. typewriters — . . . . 2. thou. nos — 46.9 40.1 430 420 450 80 
91. sewing machines @ . . . 4 -do- 600.0 427.0 340.0 235.0 312,0 313.0 415.0 6700 
elect (са! eng eering products . . , 
92, hydre turbines — . б E 5 . mill KW 1.65 0.1 0.38 ; 0,53 14 
93. thermal turbines . . ` > 4 -do- 1.30 0.4 0.50 1.7 2.2 
REB ul. -do- 1.30 0.4 0.60 )1 
95, electric transformers . . . — . mill. kva 
ОВОО ВЗ Кта e v. 7. 0v 7.7 do 6.4 351 56 8.09 895 9.39 12.5 20.0] 
97. 33 kva and below SEC 95:86. EIUS C YT UA 
98. elzztric'motors . i е . . mill Н.Р, | 
99. above 200 h.p. -do- DER D40002.280 2.721 2.5 276 3.6 5,8 
100. 200]h.p. and below ge Am -do- 2:72 2:137 | 
101. A.C.S.R. ati А.А. conductots . . thou. tonnes 125.0 62.5 64.2 64.2 79.7 78 4 85.0 1700 
102, dry batteries à E A D . mill. nos. 600.0 436.4 465,6 506.3 576.5 631.7 670.0 1300.0 
103. storage batteries (0), d $ : - thou. nos. 1800.0 940.0 1003.0 1141 1149 1103 1100.0 1600,0 
104, electric fans 4 Š . * й -йо- 3000.0 1481.0 1551 1716 2067 2473 2625.0 4000.0 
105, electric bulbs E 4 А = . mill. nos. — 96.8 988 119.3 115.1 130.0 125.0 190.0 
106, radio receivers (0). 5 2 ; . thou. nos. 3800.0 1489.0 1746 1794,0 2004.0 3400.0 5400,0 
electronic components 
107. resistances (fixed and variable) . mill. nos. 600 50 — 90 100 95 120 
103. condensers/capaciters (fixed and variable) -do- 700 66 — 90 110 85 105 
109, semi conductors? біре 5 -do- 200 20 — 28 35 39 — 
110. transmitting & receiving tubes (incl. cath- 
oderay tubes) . ; 4 : 3 -Чо- 8 5 — 6 6 6 6 
111, conductors, switches and relays -do- 5 — E 2:5 3 3 LÍ 
1112. sophisticated micro-wave components and 3 ‹ 
antennas : 5 4 4 . Rs. crores 5 — — -- — — 1 
113. ferrites & magnets — , — , — , ой. tonnes 1.5 0.4 - 0.5 0.5 0.5 0.6 
114. thermisters & varisters + +. mill. nos. 6 1 = 1.5 1.5 2 — 
2115, testing & control equipment . * + Rs. crores 50 10 — - E e I 
116. wireless & micro-wave equipment 5 -do- 67 26 - 35 40 42 47 
МТУ, веб Т 5 қ Ж ^ . thou. nos, 2.0 4.0 5.2 7.8 = 50 
transport equipment 
118. passenger Cars} eee ie Tee as a toon tos: а КАДА bk Re Ra Ce 50:0 42 
119. cómmercial vehicles А 4 4 5 -do- 850 35.6 35.4 4.2 397 39 48 
120. auto ancillaries . 2 > З . Rs. crores Е 84 80 97 107 126 170 
121. motor cycles, scooters, mopeds and 3 
_ Wheelers a a, ae thou. nos. 210 85.6 1071 113.9 135.8 149.0 184 
122. diesel locomotives LM - ^ . numbers 195 87 104 108 145 141 184 
123. electric locomotives E 5 A -do- 70 48 31 50 46 50 65 
124. ан locomotives k + x . -do- = 121 74 38 19 "e B. 
125. railway coaches . ч 5 s E -do- = 1275 
l26;rallvayWdgons3. —. Д. ^ thou. поз, 21:5 16.5 iy | n t3 vs ths 
127. bicycles @ I 3200 190 1976 2042 i766 2400 2630 3 
electricity 
128 electricity generation Е 5 . GWH 86.0 517 585 601 72.0 120.0 
Note:—Data for items 42 i i -- —— 
Premi miren Pipe diodes чо mr 277 отео ipei ar 198 


| bale-180 Ка. $Figures are for the calender years 1968 to 190. ted eircuit. — 3n derms of 4-whelers, 


А TOTAL investment (gross capital formation) of 
Rs. 47561 crores has been envisaged f 

Fifth Plan period. It is to be financed Е pups 
of Rs. 2431 crores from a net inflow of funds from 
"the rest of the world. The balance of Rs. 45130 crores 
Lis to be financed by domestic saving. Thus about 
E per cent of total investment is to be financed from 
‘domestic resources as against 84 per visagi 
in the Fourth Plan. нш node ii 


Investment 


4.2. The total investment has been projected 
grow from 6922 crores in 1973-74 td Re. 11130 
crores in 1978-79. During the same period gross 
ational product (GNP) has been projected to grow, 
at 1972-73 prices adjusted for envisaged additional 
indirect taxes and reduction їп subsidies, from 
Rs. 50495 crores to Rs. 68130 crores. This means 
a rise in the rate of investment from 13.7 per cent 
of GNP in 1973-74 to 16.3 per cent of ОМР іп 
UE that is an improvement of 2.6 percentage 
joints, т 


„43. The distribution of total investment between 
different sectors and sub-sectors is given below. It 
may, however, be pointed out that a small part of the 
total outlay shown in the public sector would, in fact, 
get routed to the private sector for financing its in- 
Vestment directly or through the financial institutions. 
For instance, the Plan provision in the Central Budget 
for the Agricultural Refinance Corporation eventually 
goes to finance mostly private investment. 


Table 1 : Distribution of Investment in the Fifth Plan 
Period, by Sectors and Sub-Sectors. 


(Rs. crores) 

1, public sector 3e 31400 
2. private sector . s « * 16161 
(i) corporate 5261 

(ii) cooperative . 684 
(iii) household . 10216 
47561 


3. total investment . 


raft on Foreign Saving 

4.4. The projected net inflow of funds of Rs. 2431 
rores is made up of two components. The bulk, 
ls. 2231 crores, is the amount needed to finance the 
stimated current account deficit in the balance of 
ayments. The balance of Rs. 200 crores is the ac- 
rual back from interest payments in rupees on 
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Chapter 4' 
Investment and Saving 


PL-480 debts and deposits, The amount of Rs. 2231 
crores needed to fill the current account deficit has 
been estimated to arise as follows: 


Table 2 : Net Inflow of Funds for Financing the Fifth 
Plan Current Account Deficit in the Balance 


of Payments 
(Rs. crores) 
l. inflow 4403 
(1) gross external assistance* 4008 
(ii) gross commercial credits 400 
2. outflow 4 " р " ч 2177 
6) privatecapital(ne) 200... 86 
(ii) banking capital (пе) . ^ t Е on 
(iii) official capital (net) қ A E ; 45 
(iv) repayments component of debt service** . 1646 
(v) assistance to foreign countries. ғ 300 
(vi) lags between export shipments and 100 

receipts. 

3. net inflow (1-20) . ; NV "s. ^ 2231 


* includes direct assistance to term financing institutions. 
** includes repayments by term financing institutions. 


(à) “net inflow of funds''must be distinguished from “net 
aid’’. The first indicates the total net draft on foreign 
saving and is measured by the balance of payments 
deficit on current account. The second indicates the 
amount of foreign aid reduced by debt servicing charges 
including both interest and amortisation payments. 


4.5, The net inflow of funds for financing the 
current account deficit in the balance of payments has 
been projected to decline from Rs. 761 crores in 
1973-74 to Rs. 372 crores in 1978-79. The net in- 
flow of funds representing the accrual back from in- 
terest payments in rupees on PL 480 debts and depo- 
sits has, however, been estimated to grow from Rs. 25 
crores in 1973-74 to Rs. 50 crores in 1978-79. Taking 
the two components together, the total inflow has 
been estimated to decline from Rs. 786 crores іп 
1973-74 to Rs. 422 crores in 1978-79. In terms of 
GNP the decline is from 1.5 per cent in 1973-74 to 
0.6 per cent in 1978-79. In relation to total invest- 
ment in the economy, the draft on foreign saving 
measured by the net inflow of funds would decline 
from 11.3 per cent in 1973-74 to 3.8 per cent in 
1978-79. 


Domestic Saving à 


4.6. Domestic saving has been projected to grow 
from Rs. 6136 crores in 1973-74 to Rs. 10708 .crores 
in 1978-79. In terms of GNP, the rate of saving 


has been estimated to increase from 12.2 per cent in 
1973-74 to 15.7 per cent in 1978-79. The overall 
marginal rate of saving works out to 26 per cent. 


47. Of the total domestic saving of Rs. 45130 
crores, public saving, comprising the saving of. the 
Government (including departmental commercial en- 

 terprises) and autonomous public undertakings, in- 
cluding financial institutions, has been estimated at Rs. 
14907 crores, that is about one-third of the total. 
[he balance of two-thirds, Rs. 30223 crores is ac- 
counted for by private saving comprising corporate, 
cooperative and household saving. The breakdown 
of total domestic saving is given below: 


Table 3 : Domestic Saving in the Fifth Plan Period by 
s * Sector of Origin 


(Rs. crores) (percentage) 
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(b) non-financial 5547 

2. private saving 30223 
(i) corporate (4177) 

(a) financial companies E 38 

(b) non-financial companies 4139 

(ii) cooperative (299) 
(a) credit cooperatives . P 130 

(b) non-credit cooperatives 3 169 

(її) household (25747) 
(a) net financial assets 15531 
(b) direct investment 10216 
3. total domestic saving 45130 


x Includes Centre, State and Union Territory Governmel 
and local bodies. 


1. public saving 14907 33.0: 
b H 4.8. In order to bring out the crucial clements 
government е 8789 19.5 the Fifth Plan strategy for stepping up the rate 
(ii) public autonomous undertakings (6148) (13.5) saving, the projected increases, by sector of origin, a 
(a) financial... “Saye 2 % 571 1.3 given below: 
АК, Table 4: Domestic Saving by Sector of Origin 1973-74 and 1978-79. 
Rs. crores percentage of GNP 1 
sector/sub-sector 1973-74 1978-79 increase 1973-74 1978-79 | 
2-1 
(0) а) OSEE ery G) 
1. public sector б * А а . . 1393 4096 2703 2.8 6.0 
(i) government . H . « VA ns . . . 759 2460 1701 TM, 3.6 
(ii) public autonomous undertakings б . . . 634 1636 1002 1.3 2.4 
2. private sector e Paa VE O T e 4743 6512 1869 9.4 9.7 
(i) corporate 1 А . à . . y 669 963 294 1.3 1.4 
(ii) cooperative .; 2. ? д б * 7 . 50 68 18 0.1 0.1 
(iii) household — . x B . 4024 5581 1557 8.0 8.2 
3. total 6136 10708 4572 12.2 


‚49. The most direct way and, because of the con- 
siderations mentioned earlier! a very appropriate way 
for public policy to work towards a higher rate of do- 
mestic saving is to aim at a higher rate of public saving 
This is, indeed, the basic orientation of the saving 
strategy of the Fifth Plan. As indicated in Table 4 
above, public saving has been projected to rise from 
2.8 per cent of GNP in 1973-74 to 6.0 per cent of 
GNP in 1978-79, that is by 3.2 percentage points. 
Privite saving shows а modest rise from 9.4 per cent 
of GNP in 1973-74 to 9.7 per cent of GNP in 1978- 
79, an improvement of only 0.3 percentage point. 
However, since the higher rate of private saving is to 
be achieved along with a reduction in the inequality 
of private incomes and since the envisaged sharp in- 
crease in the rate of public saving may, to a certain 
extent, impinge on private saving, even this modest 
improvement in the rate of private saving would be 
a creditable achievement. а 


"Chapter 1, Paragraph 1.64, 


15.7 


4.10. The strategy for a sharp improvement in 
rate of public saving has two aspects: (i) expans 
of public disposable income and (ii) restraint on p 
lic consumption. Puble disposable income is 0 
part of the gross national product which is avail 
to the public sector for consumption and sawi 
The balance of GNP is available to private sed 
for its consumption and saving and is cesigi 
ed as private disposable income. The pw 
sector consists of the Government (incl 
ing departmental commercial enterprises) and ашо 
mous public undertakings. The private sector 
compasses private corporate and cooperative Ш@ 
takings and households (both as producers and d 
sumers) Correspondingly, the public disposable 
come consists of Government disposable income 
public autonomous undertakings’ disposable inco 
and private disposable income is made up 
households’ disposable income and the corporate Ё 
Cooperative enterprises’ disposable income. Ей 


rises, public and private, have no consumption ex- 

penditure by definition. All their disposable income 
* goes into saving. Only the Government and the 

Rouseholds incur consumption expenditures. In their 
case, the disposable income is, to varying degrees, 
split between consumption and saving. 


Government Saving 


4.11. Of the total improvement, in terms of GNP, 
of 3.5 percentage points in the rate of domestic sav- 
ing over the Fifth Plan period, 2.1 percentage points 
are accounted for by Government saving. Govern- 
ment saving has been envisaged to rise from 1.5 per 
cent of GNP in 1973-74 to 3.6 per cent of GNP in 
1978-79. This rise is to be effected through improve- 
ments in (i) the, ratio of Government disposable in- 
come to GNP and (ii) the ratio of Government sav- 
ing to Government disposable income. 


4.12. The detailed exercise leading to the estimates 
of public and private disposable income for 1973-74 
and 1978-79 on the basis of the financing scheme for 
the Fifth Plan is given in Annexure 1, This shows 
an increase in the Government disposable income from 
Rs. 6784 crores in 1973-74 to Rs. 10791 crores in 
1978-79 and in Government consumption from Rs. 


Table 5 : Government Disposable Income 
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6025 crores in 1973-74 to Rs, 8331 crores in 1978- 
79. As a result, Government saving is anticipates’ 
to grow from Rs, 759 crores in 1973-74 to Rs. 2460 
crores in 1978-79, Over the Fifth Plan period. 
Government disposable income is anticipated to rise 
from 13.4 per cent of GNP to 15.8 per cent of GNP, 
while Government consumption rises from 11.9 per 
cent of GNP to 12.2 per cent of GNP, thus yielding 
an improvement in the rate of Government saving 
from 1.5 per cent of. GNP to 3.6 per cent of GNP. 


4.13. In order that the stream of Government dis- 
posable income m increase as projected, the financ- 
ing scheme for the Plan involves augmentation of 
the incoming flows and a restraint on outgoing flows. 
The incoming flows are (i) gross factor incomes from 
Government property and enterprise, that is rent, in- 
terest, dividends and gross profits (including depre- 
ciation provision) of departmental commercial under- 
takings accruing to Government; (ii) direct taxes, 
(iii) indirect taxes; and (iv) miscellaneous current re- 
ceipts (including fees). The outgoing flows are: (1) 
interest on national debt; (ii) net current transfers to 
the private sector, and (iii) subsidies. The projec- 
tions for these incoming and outgoing flows are sum- 
marised below: 


1973-74 and 1978-79 


ү E 1973-74 1978-79 Improve- 
Ў ment 
Rs. % of Rs. %о 
crores GNP crores GNP % of 
GNP 
4-2 
© ja (1) Q) (3) (4 (5) 
a mu m А ў " 5 (568) (.1) (897) (1.3) (0.2) 
1. factor incomes 
9 . ; 
(i) net income 4 H = S у 418 E. ur E о 0.2 
(ii) depreciation E x 4 Е 150 f 2 М КА 
2. direct taxes (57) |... 0.) (2600) (3.8) (0.7) 
Б і : К 11542 3.0 2064 3.0 дк 
(i) at 1972-73 rates a i 
6 0. 
(ii) post 1972-73 measures . ы » 4 29 0.1 53 8 0.7 
3. indirect taxes PAP S AES (97) . (11.9 (9405 (3.8) (2.0) 
"i at 1972-73 rates D "m M үні pr » 5 
(ii) post 1972-73 measures . . ^ up Я Ў i 
4. miscellaneous current receipts . . 198 0. Е 
total " A Fs 8308 16.4 13169 19.3 2.9 
ТІ. payments 
idi К (312) (0.6) (310) (0.5) (0.1) 
1. subsidies > $ v » à = 4 . 
(i) at 1972-73 rates $ 2 t б А б . 312 0.6 Qu. М, ШЕ 
(ii) post 1972-73 measures. 4 x 2, . . . . y n fog re 2 
2. current transfers i y e T R 5 . A s Я 
3. interest on national debt 462 0.9 0.5 
1 д 1524 3.0 2,378 3.5 0.5 
tota 
6784 13.4 ‘10791 15.8 2.4 


Ш. Govt. disposable income (1-1) 


Government Factor Incomes 


4.14. Government factor incomes are that part of 
the gross domestic produet at factor cost which accru- 
es to the Government directly from its physical and 
financial assets and departmental enterprises. Govern- 
ment earns rent on the housing and real estate owned 
by it, interest on the loans advanced by it to public 
autonomous enterprises and the private sector, divi- 
dends on its equity investment in public autonomous 
enterprises and, in a few cases, private enterprises, 
and gross surplus (including depreciation provision) 
on the operations of its departmental commercial en- 
terprises. At the inception of Planning, Government’s 
income yielding investment was largely in departmental 
undertakings mainly railways, posts and telegraphs, 
commercial irrigation, power and forests. Since then 
there has been a large increase in Government assets. 
Besides an expansion of investment in these traditicn- 
al fields, a large number of new autonomous public en- 
terprises have been set up. A few have also come 
into being through the nationalisation of private enter- 
prises. Development has involved large Govern- 
ment investment in, and loans to, the public cor- 
porate sector. However, Government factor income 
is relatively small compared to the large volume of 
its assets. To some extent this follows from the fact 
that a large part of this investment is in infrastruc- 
ture facilities—Railways, post offices, ports, irrigation, 
power etc. which are not meant to yield high returns. 
There is also the methodological reason that, follow- 
ing national accounting practice, the interest receipts 
on departmental commercial undertakings have been 
taken as a reduction in interest liability on national 
debt rather than as an addition to Government factor 
income. Likewise, since the Government's foreign debt 
has been largely incurred for productive purposes, 
interest payments on this have been treated as factor 
income accruals to the rest of the world (and not as 
Government current transfers to it) and adjusted 
against the accrual of factor incomes to the Govern- 
ment. However, even when allowance is made for 
these factors the fact remains that Government factor 
income need not have been as low as it is when the pro- 
motional phase for many public sector undertakings is 
long over. The total (including depreciation) is just 1.1 
per cent of GNP in 1973-74. The 1978-79 estimate 
at 1.3 per cent of GNP js only marginally higher, 
even though large new public investments and sub. 
stantial efforts for a more reasonable return on’ Goy- 
ernment loan and equity investments and from depart- 
mental undertakings have been envisaged for the. Fifth 
Plan period. Obviously, this is an area where суегу 
possible effort needs to be made to exceed the: Fifth 
Plan anticipations. 


Direct Taxes 


4.15. Direct taxes include income tax, corporation 
tax, wealth tax, estate duty and gift tax at the Centre 
and land revenue, agricultural income tax, Surcharge 
Оп cash crops, profession tax and urban immovable 
property tax in the States and Union Territories; The 
direct taxes, apart from yielding non-inflationary re- 
venue receipts to the Government, are a very impor- 
tant instrument for the reduction of inequalities in 
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< income and wealth. These may also help to restrain || 


' Sions in land revenue, 


conspicuous and other inessential consumption. |а 
the scheme of additional resource mobilisation foz the 
Fifth Plan considerable stress has been laid on direct 
taxes. At 1972-73 rates, the yield from direct taxes 
in 1978-79 has been estimated to remain virtually 
unchanged at the 1973-74 level of 3.0 per cent of 
GNP. However, as a result of the additional tax 
eflort undertaken in 1973-74 and that envisaged for 
the Fifth Plan period, the yield from direct taxes in 
1978-79 is anticipated to improve to 3.8 per cent 
of GNP, that is by 0.7 percentage points. 


4.16. Even with the envisaged 
yicid from direct taxes would be rather low. In the 
advenced countries direct taxes tap a much higher 
percentage of GNP. Even in some of the developing 
countries this percentage is much higher. The rela- 
tively low yield of direct taxes is accounted for by 
several factors. On account of the low general level 
of development of the country, only a small fraction 
of the earning population are liable for income tax. 
There is considerable tax evasion and avoidance, par- 
ücularly on the part of non-wage earners. Land, as 
also agricultural incomes which account for about 45 
per cent of GNP, are taxed very lightly. The private 
corporate sector which accounts for all but a fraction 
of the total yield from corporation tax is yet a small 
proportion of the total economy. The public сог- 
porate sector, even though, in terms of capital emp- 
loyed, is almost as large as the private ^ corporate 
sector, because of its generally low profitability, makes 
an insignificant contribution to corporate tax revenues. 
The now sizeable cooperative sector, too, makes little 
contribution to direct tax revenues. Taxation of 
urban immovable property is generally light and is 
marked by considerable evasion and avoidance. In 
the case of ail the principal direct laxes, there is 
generally a considerable erosion of the taxable amount 
thrcugh various exemptions, some of which have no 
clear justification. For all these reasons, the effective 
basc for direct taxation is very narrow. As long as 
there is no improvement in this respect, the total 
yield from direct taxes is bound to remain at an un- 
reasonably low figure. 


improvement, the 


4.17. A major thrust of additional resource mobi- 
lisation in the Fifth Plan will be towards raising the 
yield from direct taxes. Widening the tax base for 
income tax and wealth tax by change in the unit of 
assessment, and for corporation tax and wealth tax 
by: the- withdrawal . of unjustified exemptions is 
urgently required. Equally urgent is the need for a 
more adequate taxation of agricultural income through 
the imposition of an agricultural holdings tax or a 
combination of measures like the withdrawal of conces- 
the imposition of surcharge 
оп. land revenue at graduated rates, the levy of a 
cess on comriercial crops and the imposition of a 
betterment levy. Price policy measures designed to 
ensure the public and private corporate productive 
enterprises a higher profitability at the expense of 
the middleman's margin would also improve the 
yield from the corporation tax. No efforts must be 
spared to augment direct tax revenues. The minimum 
is to bring about the improvement envisaged in the 


Fifth Plan scheme of financing. A higher order of 
effort in this direction should be very welcome for 
reasons both of growth and social justice, even 
moie so in relation to the long term development 


perspective. 


Indirect Taxes 


4.8. During the last decade exigencies of one 
sort or the other have repeatedly necessitated substan- 
tial doses of indirect taxation. At 1972-73 rates, 
revenues from indirect taxes have been estimated at 
11.1 per cent of GNP in 1973-74, rising to 11.7 per 
cen! of GNP in 1978-79. The additional tax effort 
undertaken in 1973-74 and projected for the Fifth 
Plan period would yield 0.7 per cent of GNP. in 
1913-74 and 2.1 per cent of GNP in 1978-79. Tak- 
ing the two together, the total yield from indirect 
taxes has been estimated to rise from 11.8 per cent 
E aM in 1973-74 to 13.8 рег cent of GNP in 
1978-79. 


4.19. The scope for indirect taxes has by no means 
респ exhausted. The economy is from time to time 
faced with the problem of restraining the domestic 
demand for specific commodities and services. This 
is, for instance, the case when the product (i) caters 
to а relatively inessential need, or (ii) requires scarce 
foreign exchange or domestic resources for setting up 
production facilities or for carrying on production, 
or (iii) needs to be pushed into export markets, or 
(iv) is in short supply, yielding windfall gains to pro- 
ducers, importers and middle men. If in any of 
these cases, administrative controls are not considered 
a practical or an appropriate means, indirect taxes 
would be a useful instrument (ог  restraining the 
domestic demand, thereby restraining inflation as 
well as the distortion of Plan priorities. In all these 
cases, the addition to public revenues would be a 
Welcome by-product of an otherwise fully legitimate 
instrument of public policy. The yield from addi- 
tional indirect tax revenues in the Fifth Plan has 
been projected taking into account the various possi- 
bilities for the legitimate use of this instrument. 


4.20. Economies in cost, by neutralising any price 
raising impact of indirect taxes, enlarge the scope for 
the latter’s use as instrument for adding to Govern- 
ment income There is at present a substantial scope 
for cost economies. Some of the measures to that 
end are: accelerated implementation of development 
projects and programmes; proper maintenance of 
plant and equipment; fuller utilisation of. capacity; 
economies in the use of raw materials, fuel, power, 
transport and other current inputs; improvements In 
labour productivity and management, avoidance of 
uneconomic scale; adoption of cost saving technology 
and innovations; appropriate location of projects; 
judicious specialisation and intimate coordination bet- 
ween different economic regions; and reduction in 
producers’ and distributors’ profit margins to reason- 
able level in fields where these are known to be exces- 
sive. In order that the Fifth Plan projections for 
additional indirect taxation are realised with the 
minimum pressure on prices, efforts at cost economies 
in all the above directions would need to be intensi- 


fied. 
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. 4.21, Today, for a number of commodities, both 
imported and home produced, the consumer is pay- 
ing, because of shortages, a much higher price than 
justified by the landed cost or the price allowed to 
the producers. In other words, the distributive mar- 
gins are too high. Їп these cases, if the consumers 
are already being charged the maximum price that 
they would be willing to pay, ап increase in the 
excise or import duty is likely to cut into the distri- 
butive margin which is a component of factor cost, 
rather than raise the price to the consumer. Consi- 
derable opportunities of this sort exist at present in 
the economy. These need to be availed of. 


4.22. When the market value of gross domestic 
preduct rises faster than its quantum in real terms, 
this necessarily means a rise in market prices. Addi- 
tional indirect taxes mean that while the real quan- 
tum of gross domestic product remains unaffected, its 
maiket value is raised by the amount of total yield 
from these taxes. If the additional indirect taxes are 
neutralised by economies in factor costs, the rise in 
market value of GDP is less than the yield from these 
taxes. On the other hand, if a rise in indirect taxes 
and any increase in market prices resulting from this, 
touches off factor cost inflation, that is, а general up- 
ward movement in wages, interest rates, rents and 
profits, the rise in the market value of GDP is 
higher than the revenue from additional taxes. It 
would, however, be a failure of public policy if the 
needed curb on private consumption proposed to be 
applied, inter-alia, through indirect taxes and reduc- 
tion in subsidies is allowed to be thwarted by in- 
creases in money factor incomes, more so when some 
of these, like profit margins in several fields, do admit 
of considerable reduction. Development discipline 
requires that increases in factor cost must be avoided. 
The only permissible exception may be such cases, 
for example, wages in fields where these are inordi- 
nately low, where a rise is fully justified independently 
of the envisaged indirect taxes and reduction in sub- 
sidies. For the purpose of Fifth Plan projections of 
GDP at current prices, it has been assumed that while 
factor costs of some products may decline and of 
others go up, taking the economy as whole, the factor 
costs will not be upset. On this basis the GDP at 
current prices has been estimated at Ез. 68395 crores 
in 1978-79. At 1972-73 prices the corresponding 
estimates have been put at Rs. 66322 crores. The 
indirect taxes, by themselves are thus estimated to 
raise the general price level by only 3 per cent over 
the entire Fifth Plan period. Clearly, if factor cost 
inflation, whether generated as a reaction to addi- 
tional indirect taxes or otherwise, is avoided and if 
there are no serious shortfalls in the realisation of 
production targets, the envisaged additional indirect 
taxes are not incompatible with growth with ‘stability. 
Jt would certainly be preferable to augment public 
disposable income through factor incomes and direct 
taxes but, up to a point, additional indirect taxes, 
too, can do the same job, if applied selectively and 
judiciously and if proper economic discipline is ob- 
served. 

Total Tax Revenue 


4.23. The total tax revenue, 
both direct and indirect taxes 


taking into account 
levied by the Centre, 


r 


tes, the Union Territories and the local bodies, 
ms Des 'estimated to grow from Rs. 1542 crores Am 
1973-74 to Rs. 12005 crores in 1978-79. At 1972-7 
rates of taxes, the total t 
14.1 per cent of GNP in 
of GNP in 1978-79. As 
undertaken in 1973-74 and 


of GNP in 1973-74 to 17.6 per 
We would still be iar 


Subsidies 


424. Subsidies are the reverse of indirect taxes. 
They are an outflow from the national fisc. The 
savings strategy for the Fifth Plan requires that these 
must be cut down to the barest minimum. In recent 
years, because of the sharp rise in food subsidies, the 
total outgo on account of subsidies has gone up 
sharply. On the existing basis, the subsidies by the 
Central and State Governments (exclusive of the los- 
ses on irrigation and multipurpose projects) have been 
estimated to increase from Rs. 312 crores or 0.6 per 
cent of GNP in 1973-74 to Rs, 515 crores or 0.8 
per cent of GNP in 1978-79. This order of subsidies 
conflicts with the need for higher public disposable 
income and saving. It is, thcrefore, envisaged that 
avoidable subsidies, particularly food subsidies, will 
be 1educed progressively. On the existing basis, the 
subsidies by the Centre and State Governments in 
1978-79 exclusive of subsidies to the public corporate 
sector would be of the order of Rs. 500 crores. 
This amount is expected to be reduced to about Rs. 
300 crores. As а result the outgo on account of 
subsidies will decline from 0.6 per cent of GNP in 
1973-74 to 0.5 per cent in 1978-79. Reduction in 
subsidies has the same general economic significance 
as un increase in indirect taxes and has been treated 
as such in working out the GNP estimate for 1978-79 
at current prices. 


Current Transfers 


4.25. Current transfers are unilateral transfers 
from the Government to households and non-profit 
private institutions such as educational, health care, 
research, training and welfare institutions — either 
directly or through public bodies like the University 
Grants Commission. Apart from pensions, stipends 
etc. to individuals these’ unilateral transfers are mostly 
grants to institutions for financing current expendi- 
ture. Grants for capital formation are excluded as 
these are capital transfers and not income transfers. 
However, in many cases, for want of information as 
to what part of grant was meant for capital formation 
the whole amount has been treated as a current trans. 
fer. To this extent, the current transfers have been 
overstated. Further, some part of the amount shown 
as current transfers also goes to meet the current ex- 
penditure of what are essentially public bodies and is 
thus more akin to public consumption. To this extent 
too, the current transfers have been overstated. Even 
when allowance is made for these biases in estimation 
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the fact remains 
to a large amount. 
from Rs. 750 crores 


in 1978-79. There is need for a close scrutiny of 


d 


that the current transfers have grown 
These have been estimated to rise 
or 1.5 per cent of GNP in 
1973-74 to Rs. 1120 crores ог 1.6 per cent of GNP 
ali these transfers with a view to avoiding inessential 
charges on the public purse. 


Interest on National Debt 


4.26. As mentioned earlier, y 1 
Government's foreign debt have been adjusted against 
its factor income. For the same reason, the interest 
receipts from departmental commercial undertakings 
have been taken in reduction of interest liability 
of Government. The interest on the national 
debt, adjusted ав above, has been estimated 
to rise from Rs. 462 crores or 0.9 per cent of GNP 
in 1973-74 to Rs. 948 crores or 1.4 per cent of GNP 
in 1978-79. The large and growing interest on public 
debt is accounted for by the fact that public invest- 
ment is being financed largely, not by public saving, 
but by borrowing within the country and abroad. The 
mounting public debt and a growing interest liability 
are the inevitable consequence of this mode of financ- 
ing. In the Fifth Plan an effort has been made to 
rectify the position. Of the total public investment 
of Rs. 31,400 crores, as much as Rs. 14,907 crores 
is to be financed by public saving including both | 
budgetary saving and the saving of Government auto- 
nomous undertakings. The share of public saving 
in the total investible resources for the public sector 
thus works out to 48 per cent. The fact that a 
large part of external assistance is now being obtained 
interest free or at low rates of interest also helps 
to restrain the outgo by way of interest on the 
national debt. 


interest payments on the | 


Government Consumption 


4.27. Government consumption, comprising Gov- 
ernment non-developmental and Plan and non-Plan 
developmental current expenditures, has been project- 
ed to increase, at current prices, from Rs. 6025 crores 
in 1973-74 to Rs. 8331 crores in 1978-79. At 
1972-73 rates, the estimated increase is from 
Rs. 5984 crores in 1973-74 to Rs. 8073 crores. This 
works out to an average compound rate of increase 
of.6.2 per cent per annum. Тһе corresponding rate 
of growth of GNP at 1972-73 prices is 5.7 per cent. 
As a result of the higher rate of growth of Govern 
ment consumption, its ratio to GNP has been esti- 
mated to increase from 11.9 per cent in 1973-74 to” 
yr Pn cent in 1978-79, to this extent neutralising 


t iprovement in thi i i : 
income ts GNP. ratio of public disposable | 


4.28. The slight increase in the rati F 
Й а i atio of Govern 
А E г сопка to GNP over the Fifth Plan period 


ted for mainly by the need for expansion 
of the social services. In regard to A aopn 


Government consumpti 
трі | 
of restraint. ption, the approach has been 00% 


If the Plan anticipations in respect of 
Government saving are to be fully realised, А high 
s сара of discipline in regard to Government con- 
rampi et both on Plan and non-Plan account, will 
ced is exercised. Everything possible must b 
make sure that the attempt at a higher rate 
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of Government saving, which is a major plank of 
the savings strategy of the Fifth Plan, is not aborted 


emment consumption. 


Rate of Government Saving 


by an unanticipated and unjustified expansion of Gov- 


429. Since Government consumption will be grow- 
ing at à lower rate, the average rate of Government 
savings has been estimated to rise from 11.2 per cent 


(i) improvement 11 the aver 


-74 to 22.8 


42.4 per cent; in other 
added to its disposable 


112 per cent of Government disposable income to 


22.8 per cent. 
Public Corporate Saving 


‚4.30. Public corporate saving comprises the depre- 
ciation provision and retained profits of public auto- 
nomous undertakings. Ив importance derives from 


the fact that, during the last 
there has been a vast expansion 
porate sector. Іп fact, this is a major 


two decades or 50, 
of the public cor- 
structural 


Change that has taken place since the inception of 
planning. Under the Fifth Plan also, there would be 
а further large expansion of the public corporate 


sector. In order that the public s 
due role in economic development, 
fill physical gaps in the output of 
but also contribute to national savings 


With its size. Тһе position 


quite satisfactory. Public corpor 
Projected to grow from Rs. 634 cror 


% 7 Table 6: Private Corp 


ector performs its 
it must not only 
goods and services 
commensurate 
in this respect is not yet 
ate saving has been 
es or 1.3 per cent 


ot GNP in 1973-74 to Rs. 1636 crores or 2.4 per cent 
of GNP in 1978-79. Of this amount, Rs. 478 crores 
or 1.0 per cent of GNP in 1973-74 and Rs. 956 crores 
or 1.4 per cent of GNP in 1978-79 would be accounted 
for by depreciation. Retained profits have been esti- 
mated at the rather modest amount of Rs. 156 crores 
or 0.3 per cent of GNP in 1973-74 and Rs. 680 
crores or 1.0 per cent of GNP in 1978-79. The 


4.31. As mentioned earlier, the rather low rate of 
public corporate saving is partly accounted for by 
the fact that a considerable amount of public invest- 
ment is in the field of infrastructure and this is not 
meant to make high profits. There is, however, also 
the reason that, over a considerable part of the public 
corporate sector, the needed level of efficiency 1n the 
construction and operation of enterprises has not yet 
been attained. Over-Capitalisation, delays, poor main- 
tenance, under-utilisation of capacity and high costs 
are a common experience. Now that the public sector 
has come to occupy an important and even dominant 
position in some Vital fields and large amounts of 
rupee and foreign exchange resources are being in- 
vested in it, the growth performance of the economy 
would be increasingly conditioned by the level of effi- 
ciency obtaining in this sector. The projected gross 
saving is the minimum that the public corporate 
sector must seek to realise. Tf reasonable levels of 
efficiency are attained, these estimates would be ex- 
ceeded by a wide margin. 


Private Corporate Saving 


4.32. Private Corporate saving has been estimated 
to grow from Rs. 669 crores or 1.3 per cent of GNP 
in 1973-74 to Rs. 963 crores or 1.4 per cent of 
GNP in 1978-79. The breakdown is given below : 


orate Saving 1973-74 and 1978-79 


(0) 


1. non-financial companies 
@) depreciation provision 
(ii) retained profits 

2. financial companies 
(i) depreciation provision 
(ii) retained profits 

3. total private corporate sector 
(i) depreciation provision 
(ii) retained profits 


Rs. crores percentage of GNP 
1973-74 1978-79 increase 1973-74 1978-79 improve- 
(2-1) ment 
(5-4) 
(D (2) (3) (4) (5) (6) 
662. 953 291 13 1.4 
474 685 211 0.9 1.0 0.1 
188 268 80 0.4 
7 10 3 
1 1 
6 9 3 
669 963 294 1.3 1.4 0.1 
475 686 211 0.9 1.0 0.1 


4.33. Depreciation has been estimated to account 
for about 70 per cent of private corporate saving. 
This sector has a high marginal rate of saving 
normally about 40 per cent of after-tax profits. Never- 
theless, the contribution remains modest. Over the 
Fifth Plan period, it has been estimated to grow only 
from 1.3 per cent of GNP to 1.4 per cent. This is 
because the private corporate sector is yet a modest 
proportion of the total private sector. If the unincorpo- 
rated enterprises are encouraged to grow into corpo- 
rate enterprises, apart from other advantages, this will 
promote private saving. At the same time it is neces- 
sary to take adequate measures to ensure that private 
corporate saving is’ channeled into investment іп 
accordance with Plan priorities. 4 


Cooperative Saving 


4.34. There is now a sizeable Cooperative sector, 
credit as well as non-credit. Its contribution to total 
domestic saving is, however, as yet insignificant. It 
has been estimated to grow from Rs. 50 crores in 
1973-74 to Rs. 68 crores in 1978-79. This works 
out to about 0.1 per cent of GNP in both the years, 
Now that the cooperative sector has gained a certain 
amount of maturity and experience and is scheduled 
for further substantial expansion during the Fifth 
Plan period, it is necessary to focus attention on run- 
ning the cooperatives efficiently and economically. The 
cooperative sector must thus acquire the capability 
for а reasonable contribution to its own expansion 
from its internal resources. 


Household Saving 


4.35. Household saving, comprising direct invest- 
ment and net acquisition of financial assets, currently 
accounts for about two-thirds of total domestic saving. 
The total is expected to grow from Rs. 4024 crores 
or 8 per cent of GNP in 1973-74 to Rs. 5581 crores 
m 8.2 ит ot he GNP in 1978-79. The 

provement of 0.2 percentage point in terms 
of GNP is expected to be achieved even though 
household disposable income would decline {гот 
83.9 per cent of GNP in 1973-74 to 80.3 per 
cent of GNP in 1978-79. This is made Possible 
by a rise in the average rate of household saving 
from 9.5 per cent of household disposable income in 
1973-74 to 10.2 per cent in 1978-79. The marginal 
rate of household saving works out to 12.6 per cent. 
Household consumption has been projected to increase, 
at current prices, from Rs. 38334 crores in 1973-74 
to Rs. 49091 crores in 1978-79. At 1972-73 proces, 


the estimated increase is from Rs. 38073 crores ў 

1973-74 to Rs. 47751 crores in 1978-79. This уе 
an average compound rate of increase of 4.6 per coy! 
per annum. 


4.36. The above are fairly modest anticipation, 
Now that a wide spectrum of financial institutions anj 
instruments comprising commercial banks, credit co: 
operatives, term financing institutions, life Insurang 
Corporation, Unit Trust of India, provident funds, 
small savings, and the capital market, has been created, 
and good opportunities for direct investment exist 
there should be a powerful stimulus to household say. 
ing. There,however, still remains a considerable amount 
of inessential consumption. This is a serious constraint 
on household saving. A major source of conspicuous 
and other inessential consumption is unaccounted in- 
come and wealth. Effective remedies against this have to 
be found. The demonstration effect of the living 
standards of the upper strata together with the easy 
availability of luxury and semi-luxury articles is an- 
other spur to inessential consumption. Progressive 
taxation that impinges heavily on the upper strata and 
а reorientation of the production structure towards 
articles of mass consumption should restrain this (гелі) 
There has to be a vigorous campaign against all forms 
of non-functional consumption. е political, adminis: 
trative, business and cultural elite must Seek, by word 
and deed, to create a climate of Simplicity and aus 
terity so as to reinforce economic and fiscal mcasures 
to discourage in-essential consumption. If all these 


a much higher rate of household 


h saving than envi4 
saged in the Fifth Plan. 


4.37. It is necessary not only to promote house 
hold saving, but also to ersureé that a high enough 
proportion of it takes the form of a net acquisition ol 
financial assets. For saving in this form is the means 
by which household saving is channelled into the 


tutions and instruments, existing or new ones, mus 
household 


Overall Position 


sub-sectors, are summarised below: 
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Table 7 : Disposable Income, Consumption and Saving 1973-74 and 1978-79 


4.38. The disposable income, consumption and saving- projections for the Fifth Plan, by sectors and 


(0) 


A public sector 


(1) government 
(i) disposable income 
(ii) consumption 
(iii) Saving 
(2) public corporate 
(i) disposable income 
(ii) consumption 
| (iii) saving 
B. private sector 
(1) corporate 
(i) disposable income 
(ii) consumption 
(iii) saving 
(2) Cooperative 
(i) disposable income 
(ii) consumption 
(iii) saving 
(3) Household 
(i) disposable income 
(ii) consumption 
(Jin saving 
C. total 
(i) disposable income (-- GNP) 
(ii) consumption 


(iii) saving . . 


Structural Change in GNP 


Rs. crores Percentage of GNP 
1973-74 1978-79 1973-74 1978-79 Improve- 
ment 
[0] (2) (3) (4) (5) 
6784 10791 13.4 15.8 2.4 
6025 {8331 11.9 12.2 0.3 
759 2460 155 3.6 a 
634 1636 1.3 2.4 1.1 
634 1636 1.3 2.4 11 
669 963 1:3 1.4 0.1 
669 963 1.3 1.4 0.1 
50 68 0.1 0.1 
50 68 0.1 0.1 
| 42358 5402 83.9 80.3 (—3.6 
38334 49091 75.9 724 (053.8 
4024 5581 8.0 8.2 0.2 
50495 68130 100.0 100.0 23 
44359 57422 87.8 84.3 (—)3.5 
6136 10708 12.2 15.7 355 


4.39. The problem of greater self-reliance at a higher rate of investment is, in the final analysis, that 
of restructuring the Gross National Product. The progress in that direction charted out for the Fifth 


Plan is summarised 
3 PC/73—8. 
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Table 8 : Structure of Gross National Product, 1973- 74 and 1978-79 
id t Rs. crores percentage of GNP 

charges on the gross national product 1973-74. 1978-79 1973-74 1978-79 increase 

(0) u) (2) (3) (4) 
1. consumption 44359 57422 7.8 84.3 (93.5 
(0 publio 6025 8331 11.9 12.2 0.3 
Gi) private. — > 38334 49091 15.9 Si (з 
2. capital formation . ^ 6922 11130 13.7 16.3 2.6 

3. net. export of goods and services plus net factor income receipts from 

abroad z A " К E P " f : ST AT --786 —422 —1.5 —0.6 0.9 
(i) net export of goods and services —560 —157 —1.1 —0.2 0.9 

(ii) net factor income receipts from abroad —226 —265 —0.4 --0.4 

50495 68130 100.0 100.0 


4. СМР . 


4.40. Over the Fifth Plan period, private consump- 
tion has been projected to decrease by 3.8 percentage 
points in terms of GNP. The resources thus released 
are expected to be absorbed in raising public consump- 
tion by 0.3 percentage point and capital formation 
by 2.6 percentage points. The balance of 0.9 per 


centage point would go to substitute the net inflow of 


=a ү с 
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funds from abroad. If the financial estimates of the | 


Fifth Plan are realised, significant progress would have 
been made towards achieving both a higher rate of 


investment and greater self-reliance. 


ANNEXURE 1 
Disposable Income, Consumption, Saving And Investment 1973-74 
(Rs. crores) 
receiving sectors 
domestic economy rest of total 
the world 
general autono- total private total 
povt. mous public sector 
including enter- Sector including 
depart- prises (1+2) house- 
mental- holds 
enter- 
prises қ 
(0) @) Q) (3) (ы) (5) (6) (7) 
1. NDP at factor cost at 1972-73 prices 418 174 өз 472 42564 166 X 42590 
à wel 
2, depreciation г. 150 478 628 1832 . 2460 2460 
3. GDP at factor cost at 1972-73 prices 568 62 1320 43604 44824 фу 48080 
J 
4. indirect taxes less subsidies at 1972-73 rates 
(i) indirect taxes 5627 Lo 5627 5627 5627 
(ii) Less : subsidies : K —312 12 --300 b —300 —300 
`$. GDP at 1972-73 market prices (3 +4) 5883 664 6547 43604 50151 б} 750377 
6 indirect taxes less subsidies, post 1972-73 measures . 
(i) indirect taxes** 344 344 344 344 
(ii) reduction in subsidies 
1. GDP at market prices of each year*** . 6227 664 6891 43604 50495 166, у 50721 
) 
- & inter-sectoral current transfers 
(i) direct taxes 
(a) at 1972-73 rates 15421. 
(b) post 1972-73 measures 297 —30 1544 —1541 
(ii) govt. misc. receipts 198 198 —198 
(iii) interest on national debt 4 —462 —462 462 
_ iv) current trasnfers from Govt. to private sector —150 wf —750 750 ү гі a 
9. disposable income (7+8) 6784 634 7418 43077 50495 226 50721 
10. consumption 4 : T ^ 6025 25 6025 38334 44359 ? 44359 
| 11. saving (9-10) 759 634 1393 4743 6136 226 6362 
12. net import of goods & services EE E .. 560 560 
is available saving 202 + 1393 448 696 786 62 
5 5 
_ 14. net Capital transfers 3-786 786 (—)786 
15. investment 6922 6922 
Tur А 


*Interest payments to 


**Increase in pric 
of the public undertakings t 


Would, in fact, bea case of reduction insubsidy. 


***[It has been assumed that adjustment in direct taxe 


es of publicly supplied goods and services 
hat are running on à loss or are obtaining 


USA in rupees on PL 480 debts and deposits 


have been treated as equivalent 
a below normal return on cap 


s and subsidies will not affect factor costs. 
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to indirect tax even though in the case 
ital, an increase in the price of products 


Disposable Income, Consumption, Saving And Investment 1978-79 


(Rs. cro 
receiving sectors 
i rest of 
domestic economy Бе world 
general autono- total private total 
govt. mous public sector. 
including епісг- sector including 
depart- ` prises (1+2) house- 
mental holds 
enter- 
prises z = 
E © 0) (2) (3) (4) (5) (6) 
1. NDP at factor cost at 1972-73 pri 7174 
ў Л OU 689 335 1024 54201 55225 i 91 
2. depreciation . 5 5 : 208 956 1164 2221 3385 5% 
3. GDP at factor cost at 1972-73 prices 897 1291 2188 56422 58610 f E 58 
4. indirect taxes less subsidies at 1972-73 rates 
(i) indirect taxes 7947 <% 7947 7947 
(ii) less : Subsidies a У --515 15 --500 --500 du — 
GDPat 1972-73 market prices (3+4) . 7174 663 
8329 1306 9635 56422 66057 wi 
6. indirect taxes less subsidies—post 1972-73 measures 
(i) indirect taxes? 1458 410 1868 1868 1 
(ii) reduction in subsidies 205 205 205 "n 
7. GDP at market prices of each year3 S174 68; 
9992 1716 11708 56422 68130 1901 
8. inter-sectoral current transfers 
(i) direct хез 
(a) at 1972-73 rates. 2064. —80 2520 —2520 
(b) post 1972-73 measures - 5367 | 
(ii) govt. misc. receipts б ^ . 267 we 267 —267 ‘ 
(iii) interest on national debt —-948 --948 948 
(iv) current transfers from Govt. to private sector —1120 cao --1120 1120 49 T 
9. disposable income (7+8) 10791 1636 12427 55703 68130 265 68 
10. consumption 8331 is 8331 49091 57422 Е 57, 
11. ѕауіп (9-10) 5 2460 1636 4096 6612 10708 265 1 
12. net import of goods and services il 5% vs 157 1 
13. available saving . 4096 | 6612 10708 422 Hi 
14. net capital transfers +422 422 —422 
15. investment 11130 1 13 
— 


‘Interest payments to USA in rupees on PL 480 debts and deposits. 


#Increase in prices of publicly supplied goods and services has been treated as equivalent to indirect tax even thoughin the case [ 


the public undertakings that are running on а 
would, in fact be a case of reduction of subsidy. 


3It has been assumed that adjustment in indirect taxes and subsidies will not 


affect factor costs, 
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loss or are obtaining a below normal return on capital, an increase in the price of produd 


Chapter 5 


Financial Resources 


HE scheme of financing the Plan outlay was set 
out in considerable detail in the Document on 
Approach to the F ifth Plan presented to the National 
Development Councit in January, 1973. It has been 
eviewed in the light of the recent performance of the 
economy, the Central and State budgets for 1973-74 
and changes in the monetary and price situation. 
The broad principles governing the resource mobilisa- 
ion effort, however, rem» the same as indicated 


52. Net foreign aid is expected to provide only 
small proportion of the total resources required 
or development. In view of the excess liquidity ш 
с economy and the abnormal rise in prices, there 
ems to be hardly any scope for deficit financing in 
e first two years of the Fifth Plan, if reasonable price 
stability is to be achieved. Over the rest of the Plan 
riod, deficit financing will have to be kept down to 
lie level at which the consequential increase in 
oney supply does not exert any autonomous in- 
htionary pressure on the economy. These and other 
msiderations highlight the need for considerable 
dditional resource mobilisation, a high degree of 
cal discipline and restraint оп consumption, es- 
ecially of the Government and the upper income 


Table 1. Financing of the Fourth Plan 


groups in the society. Public finance policy in general 
will have to be so fashioned as to  subserve the 
various Plan objectives. All this has been taken into 
account in framing the scheme of financing the Plan. 


5.3. It is hardly necessary to emphasise that the 
estimates of resources presented here are dependent 
upon the realisation of the anticipated levels of pro- 
duction in different sectors of the economy. Every 
effort will have to be made to ensure fuller utilisa- 
tion of the capacities already created, adequate pre- 
paration of new projects and speedy completion of 
the projects under execution as well as of new рго- 
jects. 

5.4. Before indicating the estimates of resources 
for the Fifth Plan, we may review briefly the expe- 
rience of financing the Fourth Plan. 


Financing of the Fourth Plan 


5.5. The following Table shows the pattern of 
financing the Fourth Plan as originally envisaged and 
as anticipated now on the basis of the latest available 


data : 


(Ёз. crores) 


original scheme of financing 


ee latest estimates! 
centre states tota! centre states total 
0) (1) Qu (3) (4) (5) (9 
1. domestic budgetary respources, other than negotiated loans from 
LIC and State enerprises' market borrowings А 2 7232 1502 8734 5354 15462 6900 
1. balance from current revenues at 1968-69 rates of taxation 1625 48 1673 111 —347 —236 
эр 5 $ 5 ight 
24 ийа of public enterprises s 1989 69 Eae ms : 1534 495 2029 815, 320 1135 
(a) Railways К , 265 — 5 px S -- 
- (b) posts & telegraphs - VEN 2 У 225 — 225 318 318 
(с) ско REC, DVC and atomic pow: солена 559 A 059 ^ 2" d 
а кр 785 495 1280 481 320 801 
3. retained profits of Reserve Bank. + + = * 165 37 202 219 77 296 
4. aay, portowinus of селе and site поа 6 a are iT 569 205 
5. borrowings by FCI and financial institutions 405 — 603 177 - 177 

(а) food corporation of India y 155 SFT 220 15 — = 

(b) financial institutions 250 зе - 177 
6. small savings : 5 5 А 4 2 Е 274 495 769 438 724 1162 
7. ennuity deposits, compulsory deposits, prize bonds and 22 

gold bonds E р г о 3 ү; 2 —104 -- —104 98 us —98 
8. state provident funds . " 343 317 660 495 379 874 
9. miscellaneous capital receipts (net) 2090 —405 1685 1630 175 1455 
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54 
[л @ @ КР 7 Ф0- о 
rae А 2223 
Т, additional resource mobilisation . 2 21003 1098 3198 322 1058 
f. ben ви LIC Pu sie papug: Toner ROUEN AEn m е dis 
Js HE to state Seven з houng зла, Tog 72 re р 
2. market borrowings of state enterprises . 258 258 476 
3. LIC loans for State enterprises 148 148 M 
IV. total domestic budgetary resources 9332 3106 12438 8576 3437 
V. budgetary receipts corresponding 10 external assistance (net) 2614 2614 2087 
(a) other than PL 480 2234 2234 1661 
(b) PL 480 assistance 380 380 426 
VI. deficit financing 850 850 1705 355 
УП. ageregate resources 12796 3106 15902 12368 3792 
IIT. assistance for State Plans (—)3500 3500 (—)35754 35755 
9296 6606 15902 8793 7367 


IX. resources for the Plan 


1 Actuals for 


No adjustment has been made for the likely reduction in expenditure, 
Plans, in 1973-74 as a result of the decision taken subsequent to 


this year. 


2 Inclusive of States’ share in fresh taxation by the Centre since 1969-70. 


3 Net of States’ share. 


4 Inclusive of Central assistance for 
and for Manipur and Tripura, which became 
periods just mentioned are also 


5.6. The total resources for the public sector Plan 
were originally estimated at Rs. 15902 crores. The 
latest data indicate that the availability of resources 
for the Plan in money terms would be higher than 
this estimate by Rs. 258 crores. However, making 
allowance for the rise in prices, the total resources 
in real terms are expected to show a significant short- 
fall as compared to the original estimate. 


5.7. An important objective of the Fourth Plan 
was to make substantial progress in the direction of 
achieving self-reliance. It was envisaged that external 
assistance, net of debt service (inclusive of interest 
payments) would be reduced by the end of the Plan 
period to half of the level obtaining at its commence- 
ment. On this basis, the total budgetary receipts cor- 
responding to external assistance during the Plan 
period were estimated at Rs. 2614 crores. These are 
now placed at only Rs. 2087 crores, exclusive of the 
Soviet wheat loan. Even if the wheat loan is included, 
the contribution of external assistance to the financ- 
ing of the Plan in the public sector would be signi- 
ficantly lower than originally envisaged. 


5.8. Another striking feature of the pattern of 
financing the Fourth Plan is the large effort made by 
the Centre and the States for raising additional re- 
sources. Total additional resource mobilisation, by 
the Centre, exclusive of the yield from special levies 


the first three years, anticipated results for 1972-73 and ‘Annual Plan estimites for 1973-74. 


Himachal Pradesh, which became a State in 1971, for 1971—74 
States іп 1972 -Ѓог 1972—74. Their own resources for the 


included in the total of States’ resources. 


including Central assistance for State 
the formulation of the Annual Plan for 


for relief of evacuees from Bangladesh, is estimal 
net of States’ share, to be Rs. 3222 crores as арй 
the target of Rs. 2100 crores. Additional reso 
mobilisation by the States, exclusive of the yield ff 
special levies for relief of evacuees trom Banglade 
is estimated at Rs. 1058 crores which is a little 10 
than the target indicated in the Plan, Taking 
account the States’ share in additional taxation 
the Centre as also the special levies for relief 
evacuees from Bangladesh, the tota! additional 
source mobilisation by the public sector come 
Rs. 5038 crores, as shown below : 


Table 2: Additional Resource Mobilisation Durinf! 
Fourth Plan Period 


1. without taking into account special levies for relief 
of Bangladesh evacuees 


(а) centre $ : А 
(i) Net of States' share 
(ii) States' share 


(b) States 
2. special levies for relief of Bangladesh evacuees 


total 


5.9. The details of additional resourze. mobilisa- 
tion by the Centre and the State, are given ш 
Table 3. 


Table 3: Details of Additional Resource Mobilisation 
by the Public Sector During the Fourth Plan 


Period 
(Rs. crores) 
total yield 
receipts from 
over ға. 
fourth resource 
plan mobili- 
period sation 
(0) u) Q 
А. centre й 
I. taxes 
(a) income and Corporation 
taxes ^ D М p 5,074 414 
(b) union excise , ^ А 10,505 2,162 
(c) customs і : . 3,427 856 
(d) wealth tax $ Ё ў 142 30 
(e) other taxes and duties . 371 19 
total . 4 . . < 19,519 3,481 
II. non-tax revenue . . А 4,827 — 
ПІ. public enterprises 
(a) railways . 5 5 % 5,495 314 
(b) posts and Telegraphs j 1,489 105 
total . - ^ . б 6,984 419 
total (А) 5 б . ; 31,330 3,900 
B. states 
I. taxes 
(a) land revenue . 3 2 548 (—)32 
(b) royalty on crude oil . : 48 16 
(c) agricultural income tax Я 61 2 
(d) state excise Ж Й 1,159 210 
(c) stamps and registration — . 653 34 
(f) taxes on motor vehicles and 
passengers and goods ^ 960 70 
(g) sales tax . с қ 2 4,193 307 
(h) entertainment tax. Ў 359 25 
(i) electricity ашу". й 4 364 34 
(j) other taxes and duties б, 303 84 
П. non-tax revenue 
(a) forest ^ $ > : 704 23 
(b) irrigation works Ў . (—)624! 33 
(c) state lotteries . . 4 86 26 
(d) other items e % * 2,921 1 
„Ш. Public enterprises 
(a) state Electricity Boards. 2,615 152 
(b) road Transport Согро- 
rations . ; З 5 1,197 33 
ТУ. state Provident funds 3 Ж 420 41 
total (B) . e. 2 5 15,967 1,058 
C. special levies for relief of evacuees from 
Bangladesh 
(a) centre . 4 j 5 39 39 
(b) states . . . * 41 41 
total (C) 5 d . A 80 80 
grand total (A+B+C) . . 47,377 5,038 


(1). Net of working expenses and interest charges. The figure 
is in respect of commercial irrigation works and irrigation parts 
of multi-purpose river valley projects. 


6) Included under item 16 p. 


‚5.10. А part of the additional resource mobilisa- 
tion udertaken by the Centre and the States during 
the Fourth Plan period was absorbed by increases in 
non-Plan expenditure, particularly on the revision of 
emoluments for Government employees, teachers and 
employees of local bodies, relief to evacuees from 
Bangladesh, increase in expenditure on defence and 
relief from natural calamities food subsidy and assis- 
tance to Bangladesh, Although the revenue receipts of 
the Central and the State Governments at 68-69 rates 
of taxation showed greater buoyancy than originally 
envisaged, resort to fresh taxation fcr meeting a part 
of the unforeseen non-Plan commitments became un- 
avoidable. However, in the presentation of the re- 
sources picture here, all increases in non-Plan expen- 
diture have been allowed for in calculating (һе 
balance from currert revenues at 1968-69 rates of 
taxation. Consequently, this balance is now esti- 
mated at (—) Rs. 236 crores as against the original 
estimate of Rs. 1673 crores, representing a deterio- 
ration of Rs. 1909 crores. On the other hand, addi- 
tional resource mobilisation (exclusive of the special 
levies for relief of Bangladesh evacuees) shows an 
increase of Rs. 1082 crores. 


5.11. The railways are expected to make a nega- 
tive contribution of Rs. 165 crores to Plan resources 
at 1968-69 fares and freight charges as against the 
original estimate of a positive contribution of Rs. 265 
crores. This is attributable mainly to the failure of 
freight traffic to come up to earlier expectation and 
increases in working expenses on account of the revi- 
sion of emoluments of railway employees, | higher 
prices of coal, electricity, diesel and other materials. 
It may, however, be noted that at the time of the 
finalisation of the Fourth Plan, it had become ap- 
parent that the railways would not be able to contri- 
bute Rs. 265 crores towards the financing of their 
development programme at 1968-69 fares and freight 
charges. They were, however, expected to make up 
the shortfall by additional resource mobilisation 
beyond the level of Rs. 150 crores for which credit 
had been taken for in the «riginal scheme of financ- 
ing the Plan. In actual practice, the railways һауе 
been able to undertake additional resource mobilisa- 
tion of Rs. 314 crores during the Plan period. Even 
so, their total contribution for the Plan (Rs. 149 
crores) shows a large shortfall as compared to the 
original estimate (Rs. 415 crores). 


5.12. The contribution of Posts and Telegraphs at 
1968-69 rates of postal charges shows a considerable 
improvement over the original estimate, due mainly 
to a large expansion of their receipts. The resources 
of other public enterprises have, on the other hand, 
turned out to be much smaller than originally plan- 
ned due to 2 setback in production, particularly in 
the case of steel and fertibser industries, а rise in 
working expenses o^ account of higher wage and 
materiai costs, labour troubles etc. The budgetary 
receipts, corresponding to external assistance also 
show, as stated earlier, a shortfall as compared to 
the original estimate, 


5.13 The draft of the public sector on private 
savings through market borrowings, small savings, 
State provident funds and negotiated loans from the 


LIC shows a large increase over the original estimate. 
Market оок» have been much higher than ori- 
inally envisaged due mainly to larger deposit mobi- 
fisation by commercial banks and the higher growth 
of investible resources of the Life Insurance Cor- 
poration and the Employees’ Provident Fund. Small 
savings also show a marked increase due mainly to 
a rise in interest rates, inicnsification of the small 
savings drive and investment in postal time deposits 
by the Employees’ Provident Fund. Receipts from 
State provident funds have been substantially higher, 
due partly to the crediting o* a portion of the increase 
in dearness allowance sanctioned for Government 
employees to their шн fund accounts. Besides, 
loans from the LIC for housing, water supply and 
power development have been larger 


5.14. In spite of the large effort made for increas- 
ing domestic budgetary resources, particularly through 
additional resource mobilisation, resort to deficit 
financing on a substantial scale, particularly in 1971- 
72 and 1972-73, became inescapable. Deficit financ- 
ing in 1969-70 was kept down to Rs. 58 crores, the 
lowest figure for any single year since 1955-56. As a 
result of the marked step-up in Plan outlay in 1970-71, 
it rose to Rs. 359 crores in that year. Thereafter, it 
rose to Rs. 710 crores in 1971-72 and Rs. 848 crores 
in 1972-73, mainly on account of the heavy burden 
imposed on the public exchequer in those years by 
the expenditure on relief to evacuees from Bangladesh, 
increase in defence expenditure, larger expenditure on 
relief from natural calamities, revision of emoluments 
of Government employees etc., food subsidy and assis- 
tance to Bangladesh. 


5.15. For 1973-74, the original estimates included 
deficit financing of only Rs. 85 crores. It was, how- 
ever, recognised that the actual deficit financing might 
be larger due to the implementation of the Third Pay 
Commission’s recommendations for Central Govern- 
ment employees. Although in the early part of 1973-74 
deficit financing turned out to be of a sizeable order, 
every effort is being made to limit it. Steps have 
already been taken to reduce public spending on both 
Plan and non-Plan account as well as to augment 
public receipts. 


5.16. The large order of deficit financing in 1971-72 
апа 1972-73, coupled with the setback in agricultural 
production and the sluggish growth of industrial pro- 
duction, led to the emergence of serious inflationary 
pressures in the economy. The position was 
aggravated by the substantial expansion of bank 
credit to the private sector in the last busy season. In 
spite of the corrective steps taken, prices have risen 
and there is excess liquidity in the economy. 


5.17. The scheme of financing the Fifth Plan has 
been prepared against this background. | 


Resources for the Fifth Plan 


5.18. The Fifth Plan includes, besides current 
development outlay in the public sector as tradition- 
ally understood in our planning, the total gross capital 


56 


formation in the economy. Correspondingly, the - 
resources for the Plan include (a) gross savings im 
the economy, (b) net inflow of resources from abroad | 
and (c) the resources set apart from current revenues 
for financing current development  outlay in the 
public sector оп Plan account. 


5.19. The estimates of resources for the Fifth Plan 
have been prepared at 1972-73 prices and in a flow- 
of-funds frame. The economy has been divided into | 
four sectors (1) the public sector, (2) the private 


sector, (3) the financial institutions, and (4)  the* 
rest of the world. Briefly, the total financial! resou:ces 
available for investment are estimated at Rs. 47561 


crores. Besides, a provision of Rs. 5850 crores has 
been made for financing current development outlay 
on Plan account. The aggregate resources for the Plan 
would thus amount to Rs, 53411 crores. The broad 
details of this estimate are given in the Table 4. 


Table 4: Estimated financial resources for the Fifth 
Plan by Generating Sectors 


(Rs. crores at 1972-73 prices) 


(1) 


on for current development out- 
$ 5850 
2. domestic savings 45130 
(a) public sector —. k z 14336 
(i) central and state budgets % : 8348 
(ii) central and state non-financial enter- 
prises 3 р, е 5088 
(b) financial Institutions $ 739 
(i) reserve Bank of India 461 
(ii) others v : 278 
(c) Private sector. . Е D 4 ; А 30055 
(i) private corporate non-financial sector 4139 
(ii) cooperative non-credit institutions 169 
(iii) household sector . В 25747 
3/ draft on foreign saving . 5 2 ; Е 2431 
(a) fresh net inflow of funds to finance the ba- 
lance of payments deficit on current account . 2231 


(b) accrual back from interest and amortisation 
payments іп rupees on PL 480 debt and depo- 
sits. . К : z Б š Е Е 

total . 


. 5.20. The savings need not necessarily be invested 
in the sectors where they are generated. Тһе financial 
institutions provide the mechanism by which savings 
generated in one sector: could be made available for 
investment in other sectors. The growth and str 
thening of the framework of financial institutions has 
imparted considerable flexibility in the deployment of 
savings. The fact that most of the important financial 
institutions are under public ownership and control 
would facilitate their adoption of appropriate policies 
by them. Accordingly, a scheme of canalisation of 
national savings has been worked out in consonance 
with the Plan objectivies. This has been done after 
taking into account the statutory provisions govern- 
ing the deployment of resources of the financial insti- 
tutions, the current practices in this regard, a judg- 
ment as to the investment needs of different sectors 


and other relevant factors. The inter-sectoral deploy- 
ment of resources is indicated in Table 5. 


sectoral Distribution of Financial 
xces for the Fifth Plan 


(Rs. crores at 1972-73 prices) 


Table 5: Infe 


Kes 


(0) u) 

1. Public sector " * , 37160! 
(а) current development outlay 5850 

(b) investment j і 31310! 
2, financial institutions—inyestment . 107 

3, private sector—investment 16144 2 
total 53411 


1Includes capital transfers to private sector on Plan account. 
2Excludes investment that may be financed by capital trans- 
fers from the public sector on Plan account. 


5.21. The estimates of savings and investment are 
summarised in the form of a four-sector flow-of-funds 
matrix in Annexure I. Details of the various entries 
in the matrix are given in Annexure II. 


Financing of the Plan in the public sector 


5.22. The detailed scheme of financing the Plan in 
the public sector is set out below : 


Table 6 : Estimated Resources for the Public Sector 
in the Fifth Plan 


(Rs. crores at 1972-73 prices) 


(0) а) 
1. central and state governments’ resources on 
revenue account at 1973-74 rates of taxation 7348 
(a) balance from current revenues y -5612 
(b) transfer from current revenues to funds . 1736 
(i) Sinking funds . 1484 
(ii) Other funds (net) 2523 
2. gross surplus of public enterprises 5988 
(a) centre 4331 
(b) states 1657 
3. additional resource mobilisation . 6850: 
(a) centre 4300 
(b) states . stis en 2550” 
4. market borrowings of government, public. 
enterprises and local bodies . м - з 7232” 
5. small savings . ы 4 1850 
6. state provident funds . 1280 . 
(a) centre 680 
(b) states . 600 
7. term’ loans from financial institutions (net) 895: 
(a) negotiated loans from LIC & RBI . -255 
(b) other termloans . ч 2 , 500 
(c) less: repayments to financial institutions (—)360 
8. commercial credit from banks (net) 1185 
(a) increase in outstanding credit from banks 1500 
(b) less: Increase in outstanding deposits with 
banks . : ў 3 . T . (315 


3 РС/73--5. 


(0) E а) 
9. debts, deposits and miscellaneous items 1008 
(a) loan repayments by terms financing insti- 
tutions. : н д ; s 5 128 
(b) other receipts (net) 880 
10. absorption of coins by public (net) 5 h 81 
(a) total absorption of coins by public 1001 
(b) less: addition to cash held by Treasuries 
and public sector undertakings 4 (—)9 
11. borrowing from Reserve Bank of India against 
treasury bills — . . . ` T М 1000 
12. resources of. public banking and financial insti- 
tutions for investment in buildings " 2 90 
13. receipts from the rest of the world (net) . 2443 
(a) from fresh inflow of funds? . А P 2243 
(b) from U.S. rupee funds . š > H 200 
37250 


14. total resources . В . 


1Includes one rupee notes. 
2 Includes suppliers’ credit of Rs. 400 crores. 


*The total transfer to ‘other funds’ is estimated at Rs. 484 
crores. Allowing for transfer back to revenue account of Rs. 81 
crores and maintenance and other non-Plan expenditure is to be 
financed from the funds, the net accrual has been taken at Rs. 252 


crores. 


Balance from Current Revenues 


5.23. The balance for the Plan from the current 
revenues of the Central and State Governments те- 


presents the excess of their revenue receipts over their 


current non-Plan expenditure, At 11973-74 rates of 
taxation, this balance is estimated at Rs. 5612 crores, 
which shows a large increase over the estimated ba- 
lance for the Fourth Plan at 1968-69 rates of taxation 
(—Rs. 236 crores). This is explained mainly by the 
fact that the yield from the fresh taxation undertaken 
in the Fourth Plan period, which is shown separately 
under additional resource mobilisation for that period, 
is included in the balance from current revenues for 
the Fifth Plan at 1973-74 rates of taxation. Broad 
details of the estimated balance for the Fifth Plan are 


shown below : 


Table 7 : Estimate of the Balance for, the Fifth 
; .Plan from the Current Revenues of, the 
7222 Сепбеі, and State Governments, at, 1973- 
"een _ 74, rates оё taxation’, rerit ue Wk: Iba: 
srt arere E 
с EAAS aa O73 torte) 

ПЕТ (00:1 эй аара: ауа ын. A= ay (0. 
"e "Ferenue receipts i, o Dorm A 282438 
(i) central taxes Р MU 30761 

(ii) state taxes "E I : 13607 

" (ін) non-tax revenue ` 7989 
7 (iv), transfer from funds 81 
pus devenue expenditure ` 46826 
(i) interest payments, 6526. 

(ii) other non-development expenditure ı 21290 
(iii) non-plan development expenditure 15766 
(iv) revision of emoluments not included under 5 


(ii) and (iii) above 


Т (0) m 
m grants to union territories i Ты 
(vi) transfer to funds e 

(a) sinking funds НИ 
(b) other funds 

ТІ. balance from current revenues (-П) 5612 
ISeparate estimates for the Centre and the States will be wor- 

ked Du after the decisions of the Government on the. Sixth 

Finance Commission's Report become available. The estimates 


individual States will be worked out in consultation with 
aroda size of the State Plans wil! be finalised in the light of 


these estimates. 


5.24. As mentioned in para 5.10, there was a sub- 

stantial deterioration in the balance from current ге- 
venues at pre-Plan rates of taxation during the Fourth 
Plan period in relation to the original estimate. This 
was partly due to developments across India's borders 
which necessitated considerable expenditure on relief 
to evacuees from Bangla Desh, increase in defence 
expenditure and assistance to Bangla Desh. In part, 
it was due to the sluggish growth of industrial produc- 
tion and fall in agricultural output in 1971-72 and 
:1972-73, which contributed to increase in prices. 
This, in turn, led to a revision of emoluments for 
Government employees, etc. and increased food sub- 
sidies. enditure on relief from natural calamities 
also turned out to be larger than originally provided 
for. It is of utmost importance to achieve the levels 
of production envisaged for different sectors during 
the Fifth Plan period and to maintain reasonable price 
stability, if the estimate of the balance from current 
revenues for the Fifth Plan (as also of total resour- 
ces) is to be realised fully. 


5.25. The revenue receipts of the Central and 
State Governments have been estimated in the light 
of the anticipated growth of production and national 
income. On the expenditure side, allowance has been 
made for normal growth from year to year. Besides, 
provision has been made for the estimated mainte- 
nance expenditure on Fourth Plan schemes already 
completed or expected to be completed by the end of 
1973-74 at the Centre and in the States. A specific 
additional provision has been made for the improved 
maintenance of roads and other public works. Since 
proper maintenance of development facilities already 
created is as important as their expansion through 
Plan expenditure, arrangements will have to be de- 
vised to ensure that the provision made for this pur- 
pose is not diverted to other uses. 


5.26. At the Centre, account has been taken of the 
interim relief sanctioned for Government employees 
in June, 1973 as also of the cost of implementation of 
the Third Pay Commission's recommendations as as- 
sessed by that Commission. No provision, has, how- 
ever, been made for the further interim relief announc- 
ed for Central Government employees in September, 
1973. Besides, the decisions actually taken by the 
Central Government on the recommendations of the 
Third Pay Commission in respect of Class П, ITI and 
IV employees are expected to involve an extra тесінт- 
ing expenditure of Rs. 61 crores a year. Decisions 
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on’ other recommendations of the Pay Commission 
are yet to be taken. The aditional commitments 
already accepted by the Central Government as also 
any fresh liability that may arise hereafter will have 
to be taken into account when a reassessment of re. 
sources is made in terms of 1973-74 prices, taking 
into account the actual performance of the economy 
in 1973-74. Such a reassessment will be necessary 
before the Plan is finalised. 


5.27. In the case of States, full provision has been 
made for the cost of increases in emoluments sanc- 
tioned for Government employees, school teachers 
and employees of local bodies upto the end of 1972- 
73. Some States had appointed Рау Committees 
and taken decisions on their recommendations. The 
expenditure arising as a result of these decisions has 
been taken into account but no provision has been 
made for any further revision of emoluments of em- 
ployees at the State level. Some fresh increases in 
emoluments have already been announced by State 
Governments. In case any further commitments on 
the part of State Governments for the revision of emo- 
luments of their employees, teachers and employees 
of local bodies become inescapable, the measures that 
could be adopted to meet these commitments will also 
need to be considered carefully in order to avoid an 
erosion of resources for State Plans. The position | 
will need to be reviewed when the Plan resources are 
reassessed. 


5.28. It may be added that the ability cf the Central 
and State Governments to keep in check the demand 
for increases in emoluments by employees will de- 
pend to a considerable extent on the success that is 
achieved in maintaining the prices of essential consu- 
mer goods at reasonable levels. The measures en- 
visaged for this purpose have been indicated in detail 
elsewhere. Tt will be necessary to take firm decisions 
on these measures as soon as possible and to ensure 
their effective implementation. 


5.29, Provision has also been made for reasonable 
expenditure on relief from natural calamities It is 
necessary to devise a proper system of regulating such 
expenditure. Besides, it should be ensured that a 
substantial part of the relief expenditure is utilised for 
productive schemes and the creation of durable assets. | 
Such expenditure as goes into capital formation could 
appropriately be accommodated within the Plan, | 
thereby reducing the need for relief expenditure оп 
non-Plan acccunt. This would be all the more relevant | 
since considerable provision has been made in the 
Plan for the drought-prone areas programe. Апу 
increase in relief expenditure on non-Plan account 
beyond the level provided for would cut into investi- 
ble resources. An increase on revenue account would 
reduce the balance from current revenues whereas 
an increase on capital account would reduce the net 
capital receipts of the Central and State Governments. | 


Appropriations to Funds 


5.30. Transfers from State Governments’ current 
revenues to sinking funds for amortisation of loans 
are estimated at Rs. 1484 crores. These would Бе, 
come available for the Plan in the public sector, since 
repayments of market loans have been allowed for in 


"wtimating net receipts from market borrowings while 
repayments of Central loans will add to the resources 
available at the Centre. Transfers to other funds are 
‘estimated at Rs. 484 crores. After allowing for trans- 
fers back to the revenue account as also for the main- 
tenance and other non-Plan expenditure to be financed 

m the funds, the net accrual which would become 
“available for the Plan is estimated at Rs. 252 crores. 


- Gross Surplus of Public Enterprises 


531. The gross surplus of public enterprises re- 
presents the total of depreciation provision and re- 
fained profit. On the basis of the existing pricing 
policies of public enterprises, this surplus for the 
“Fifth Plan period is estimated at Rs. 5 88 crores, as 
shown in Table 8. 

“Table 8 : Estimates of Gross Surplus of Central 
and State Tc in the Fifth Plan 
period at 1973-74 Rates, Fares and 
and Freights 

(Rs. crores at 1972-73 prices) 


Retained Total 


Deprecia- 
tion provi- profit 
sion 
(0) а) Q) Q 
1. railways j 1 650 (1 649 
72, posts and telegraphs 200 642 842 
3, port trusts 2 76 — 76 
4, other central enterprises . 2086 678 2764 
~ 5, state electricity boards 1212 200 1412 
6 state road transport 
corporations . 3 252 (—)7 245 
4476 1512 5988 


lota] 


5.32. The gross surplus of public enterprises indi- 
_ cated above is not identical with the contribution of 
public enterprises as calculated on the basis of the 
Concept adopted in the Fourth Plan. The contribu- 
‘tion of public enterprises for the Fourth Plan had 
been worked out after deducting from their gross sur- 
plus (a) the current replacement expenditure, (b) own 
© тезоцгсеѕ utilised for meeting inventory requirements, 
and (c) repayments of loans. Since the Fitth Plan 

will include, total gross capital formation, no deduc- 

tion is necessary for current replacement expenditure 
or that for meeting inventory requirements which 
would form part of the Plan outlay. Repayments of 
loans have not been deducted in order to give a 
correct idea of gross savings of public enterprises. 
Correspondingly, no credit for repayments by public 
enterprises has been taken in estimating the captial 
receipts of the Central and State Governments. Brief 
comments on the estimates of gross surplus of impor- 


tant enterprises are given below. 


5.33, The gross surplus of railways during the 
Fifth Plan period is estimated at Rs. 649 crores. 
This is on the assumption that total freight traffic 


would increase from an estimated 215 million tonnes in 
їп 1978-79 and that 


1973-74 to 300 million tonnes in 
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passenger traffic would grow at the rate of 4 per cent 
репа annum. The operating ratio, ie. the vis of 
ordinary working expenses to gross traffic receipts, . 
which has shown a sharp increase in recent years, is 
expected to show a moderate decline during the Fifth 
Plan period. 


. 5.34. The gross surplus of Posts and Telegraphs 
is estimated in the light of the anticipated expansion 
of postal, telegraph and telecommunication services. 
As in the case of railways, the operating ratio is as- 
ae to decline moderately during the Fifth Plan 
period. 


5.35. As regards other Central enterprises, consi- 
derable investment has been made in them, The re- 
turn on this investment has, however, been very low. 
There is urgent need for improving the operational 
efficiency of public enterprises through better capacity 
utilisation, inventory control and the adoption of other 
devices for reducing costs, if an undue increase in 
their prices is to be avoided. Credit for the antici- 
pated improvement in the operational efficiency of 
Ше enterprises has been taken in the estimates given 
above. 


5.36. The gross surplus of State enterprises, mainly 
State Electricity Boards and Road Transport Corpora- 
tions, is estimated in the light of the anticipated in- 
crease in the sales of power and the growth of trafic 
handled by State road transport undertakings. De- 
tailed discussions were held with representatives of 
State Electricity Boards and Road Transport Corpora 
tions for this purpose. As in the case of Central 
enterprises, extra effort for improving the working of 
State enterprises is implicit in the estimates that have 


been adopted. 


Additional Resource Mobilisation 


5.37. The additional resource mobilisation for the 
Fifth Plan by the public sector has been taken to be 
Rs. 6850 crores—Rs. 4300 crores at the Centre and 
Rs, 2550 crores in the States. The broad lines along 
which additional resources could be mobilised are in- 


dicated below. 


Agricultural Taxation 

5.38. Public investment under the Plans has contri- 
buted substantially to the development of agriculture. 
This, together with the rise in prices, has led to a subs- 
tantial increase in agricultural incomes. The Con- 
tribution of agriculture to the public exchequer has, 
however, not been commensurate with the rise in in- 
comes. Тһе incidence of direct taxes on agriculture 
is extremely low, being hardly 1 per cent of the net 
domestic product from agriculture. Savings mobilised 
from the rural sector through financial institutions and 
instruments are also relatively low. 


5.39. With the anticipated growth of agricultural 
production and guaranteed. substantially higher sup- 
port prices for major agricultural products, it is rea- 
sonable to expect agriculturists to make a larger con- 
tribution towards the financing of the development 


ort This is more so when a substantial part of 
E» Plan outlay in the public sector will benefit agri- 
culture directly or indirectly and help in improving 
the standards of living of the poor. И is, therefore, 
necessary to tap a part of the additional incomes of 
agriculturists as also to introduce an element of pro- 
gression in agricultural taxation. This could be done 
through the implementation of the Raj Committee's 
recommendations for imposing agricultural holdings 
tax and/or through a combination of measures like 
withdrawal of concessions in land revenue, imposition 
of surcharge on land revenue at graduated rates, 
greater use of cesses on commercial crops and the 
imposition of a betterment levy. 


Revision of Irrigation rates 


5.40. The State Governments are incurring a huge 
loss on irrigation works. In 1971-72, the loss on 
commercial irrigation works and irrigation parts of 
multipurpose river valley projects amounted to as 
much as Rs. 130 crores. This, in effect, amounts to 
Subsidisation of farmers who benefit from the irriga- 
tion facilities provided by Government. It would 
be necessary to reduce progressively and uitimately 
eliminate all non-functional subsidies. 


5.41. As far back as 1964, the Committee 
set up to suggest ways and means of im- 
proving financial returns from irrigation projects 
recommended that irrigation rates should be fixed 
on a reasonable basis. Recently, the whole matter 
has been re-examined in great detail by the Irriga- 
tion Commission. The Commission has emphasised 
the need for three major steps to improve the finan- 
cial position of irrigation works. These are: (a) 
full utilisation of the irrigation potential of new pro- 
jects in as short a time as possible, (b) securing 
maximum irrigation from the available supply by 
avoiding wastage of water and making maximum 
use of water through good water management prac- 
tices, and (c) fixation of water rates at such a level 
that irrigation projects are not a burden on general 
revenues, except for unproductive projects іп scar- 
city areas, 


5.42. While recognising the need for lower rates 
on irrigation projects in the initial years as a pro- 
motional measure, the Irrigation Commission has 
pointed out that the continuance of concessional 
rates for a prolonged period would not be desirable. 
Further, the Commission felt that there was no need 
for Promotional rates in States where cultivators are 
keen оп irrigation, After examining the various 
considerations which should govern fixation of irri- 
gation rates, the Commission has recommended the 
following principles as a guideline: 


(i) Water rates should be levied on a ‘crop 
basis’, except in the case of irrigation from 
tubewells which should be charged for on 


EA basis of the quantity of water suppli- 
ed. 


per cent and 12 per cent of gross income, | 
the upper limit being applicable to cash | 
crops. 


iii) The rates should be within the paying capa. | 
ү city of irrigator and should aim at en. 
suring full utilisation of available supplies; 


(iv) Between regions with a similar class of ‘Sup: | 
ply, there should be the minimum dispa- 
rity, if any, in the rates charged. 


(v) For fixing rates, irrigation should be divid- 
ed into A, В and C categories on the basis 
of the quantity and timeliness of supply. 
Lower rates may be fixed where, on E 
count of good rainfall, the demand for irri- 
gation water is less or where the supply is. 
inadequate. 


(vi) The general level of rates in a State should 
be such that, taken as a whole, the irriga- | 
tion schemes do not impose any burden 
on the general revenues. 


The Commission has pointed out that the above 
recommendations would require a substantial up- 
ward revision of the existing water rates іп most 
States. In view of the key role of irrigation in in- 
creased production, there is, according to the Com- 
mission, full justification for levying adequate irriga- 
tion charges. The capacity of the farmers to bear 
higher charges is evident from the fact that the Com- 
mission came across several instances where culti- 
vators were purchasing water at a price several 
times higher than the rates on Government projects 
from owners of neighbouring tubewells or lift pumps, 
The Commission has also endorsed the suggestion 
made by some of the States that water rates should 
be fixed simultaneously in a region. Besides, it has 
been suggested that the irrigation rates should be re- 
vised after every five years. 


5.43. The Committee on Taxation of Agricultural 
Wealth and Income has also recommended that water 
supplied by public irrigation projects should 
priced like any other input so as to cover the costs. 
The Committee has pointed out that except in ini- 
tial years, there is no case for charging concessional! 
water rates on irrigation projects. 


5.44. In the light of the above, it is imperative 
to revise irrigation rates suitably. This would not 
only yield considerable additional revenue but also 
discourage wasteful use of water. The matter has” 
been examined in great detail by the various Сот 
mitttees/Commissions appointed by Government. 
The State Governments have been repeatedly urged 
to revise irrigation rates in order to progressively 
reduce the losses on commercial irrigation works 
(including the irrigation portions of multi-purpose 
river valley projects) and to raise additional  re- 
sources for the Plan, but the action taken so far has 
been far from satisfactory. А Stage has been reach 
ed when it is imperative to devise a suitable mecha" 
msm to ensure effective action for realising а rea 


sonable rate of return on irrigation works through 
the revision of irrigation rates, 


545. The recommendations of Ше Irrigation 
Commission for the revision of irrigation rates on a 
regional basis could also be adopted with benefit. 
Besides, the recommendations for full utilisation of 
| jprigation potential in as short a time as possible and 
E. securing maximum , irrigation from the available 

supply need to be implemented quickly, Credit for 
the additional revenue likely to accrue from the 
phased implementation of these latter recommenda- 
tions has been taken in estimating Plan resources at 
1973-74 rates whereas credit for the yield from re- 
vision of irrigation rates has been taken under addi- 
tional resource mobilisation. 


Revision of Electricity Tariffs 


Electricity Boards had recommended in 1964 that 
the rate of return on capital employed in electricity 
undertakings should be raised to 11 per cent* per 
annum on the basis of а phased program- 
me. Although substantial tariff revisions have 
been undertaken by State Electricity Boards since 
then, the yield has. been 
by increases 
vision of emoluments 


is currently estimated at less than 5 per cent. Total 
investment of Electricity Boards is expected to ex- 
ceed Rs. 5,000 crores by the end of the Fourth Plan 
period. It is extremely important to achieve an ade- 
quate return on this investment by taking appro- 
priate steps іп a phased manner. 
structure would, apart from yielding ) 
additional revenues, promote better use of electricity 
and eliminate its wasteful consumption. Here again, 
action on a regional basis would be more fruitful. 
The policy adopted by the States in regard to the 
fixation of tariffs for rural electric supply also needs 
to be reviewed. 


5.47. As in the case of irrigation rates, the need 
for tariff revision in order to secure an adequate 
rate of return on investment in electricity projects 
has been emphasised from time to time and it now 
seems necessary to adopt a suitable mechanism for 
ensuring effective action by the State Electricity 
Boards as well as the State Governments. 


Revision of Pricing Policies of other Public Enter- 
prises 


5.48. The Railways, Posts and Telegraphs and 
other public enterprises will have to . adopt 
appropriate pricing policies in order іо achieve а 
satisfactory rate of return Оп investment. At present, 
the railways are incurring considerable losses on the 


*Inelsive of electricity duty. 


- ration of India. 


transportation of a number. of commodities and bulk 
of passenger traffic. This leads to cross-haulage and 
other irrationalities in the movement of traffic. A 
number of road transport undertakings are also in- 
curring losses. The bulk of the concealed subsides 
in this form will have to be gradually reduced and 
ultimately eliminated. 


Changes in Central Income Tax and Wealth Tax 


. 5.49. In the case of these taxes, greater emphasis 
has to be laid on widening the tax base, especially as 
the scope for raising aditional revenue through more 
changes in income tax rates is rather limited. А Bill 
for implementing the important recommendations of 
the Wanchoo Committee to streamline the tax admi- 
nistration and prevent tax evasion has already been 
introduced in Parliament. Some further measures 
may also be necessary. Besides, some of the tax 
concessions and exemptions which no longer serve any 
useful purpose need to be withdrawn. 


Commodity Taxation 


5.50. Commodity taxation in general will have to 
be used not only for raising additional revenues but 
also for promoting other economic and social objec- 
tives. Thus, it could be used as a means for (a) 
restraining the consumption of affluent section of the 
community, (b) reducing the demand for imports, (c) 
generating exportable surpluses, (d) bringing about a 
desired allocation of productive resources, (e) mopp- 
ing up excessive profits in certain areas, and (f) 
achieving, in the case of commodities likely to be in 
short supply, a new balance between supply and de- 
mand in an orderly way. As an illustration, taxation 
of petroleum products can be used effectively to res- 
train demand, regulate end-use of the various pro- 
ducts and facilitate the restructuring of the energy base 


of the economy. 
Reduction in Food Subsidies 


5.51. Food subsidies during the Fifth Plan period 
will have to be kept within a reasonable limit in order 
to release resources for development and to create 
additional job opportunities and incomes. The bulk 
of food subsidies are accounted for by wheat. With 
the increases already announced in the issue prices 
of rice, coarse grains and wheat supplied through the 
public distribution system, food subsidy is expected to 
be reduced substantially. However, further steps will 
have to be taken not only to reduce the existing gap 
between the economic cost and the issue prices of 
foodgrains, particularly of wheat, but also to offset 
such increases in procurement prices as may have to 
be allowed in the future. These would include up- 
ward revision of the issue prices of foodgrains and 
reduction in the operational cost of the Food Corpo- 

i The increases in issue prices will 
have to be effected in a phased manner and crucial 
questions such as the ша, itude and timing of the 
increases will have to be carefully considered. 


Revision of Property Taxes 


5.52. Most, State Governments and a number of 
local bodies impose property taxes. These can be an 


effective method for mopping up the unearned incre- 
ments in property values in and around developing 
cities and towns. The potential of property taxation 
has, however, been only exploited to a limited extent. 
Effective steps for the full development of such 
taxation are, therefore, urgently called for. 


Augmentation of Local Bodies" Revenues 


5.53. Apart from property taxes, a number of 
other кошек of гете ced available to local bodies. 
These include octroi, terminal tax, tolls, tax on trades 
and callings, tax оп animals, tax on vehicles other 
than those mechanically propelled, charges for water 
supply and other services and licence and other fees. 
By and large, the local bodies have not yet exploited 
adequately the tax and non-tax sources of revenue 
available to them. ‘There is, therefore, urgent need 
for augmenting their resources through greater use of 
their tax powers, revision of existing local taxes, 
service charges, etc. and improvements in the machin- 
nery of assessment and collection of taxes. This will 
improve the financial position of local bodies, reduce 
the need for transfers to them from State Govern- 
ments for meeting non-Plan requirements and there- 
by, release more resources for State Plans. 


Problem of Black Money 


5.54. As a result of black marketing апа рго- 
fiteering, abuse of quotas, permits and licences, tax 
evasion and other  mal-practices, black money has 
emerged as a significant factor in the economy, with 
all its attendant evils. Stringent measures will have 
to be taken to unearth black money and prevent fur- 
ther generation and proliferation of such money. The 
implementation of the Wanchoo Committee's recom- 
mendations for streamlining the tax administration 
and preventing tax evasion is expected to make a 
significant dent in the problem. The administration 
of indirect taxes will also need to be tightened up. 
The existing system of: controls and licensing will 
need to be reviewed and rationalised. Besides, it 
would be necessary to exercise greater administrative 
vigilance and make greater use of the powers avail- 
able to the Government for dealing with anti-social 
activities, ; 

Contribution of Fiscal Policy to Achievement of Plan 
Objectives 


5.55. The suggested approach to raising additional 
resources would serve more than one purpose. It 
would not only enlarge the availability of resources 
for the Plan but also assist in achieving the various 
Plan objectives, such as, self-reliance, price stability, 
reduction in the consumption of upper income groups, 
reduction in disparities of income and wealth and 
regulation of investment according to the envisaged 
priorities. The public finance system as a whole will 
need to have appropriate built-in incentives and dis- 


ne ae to promote the achievement of desired 
goals, 


Market Borrowings 


5.56. The main subscribers to the securities of 
Government and quasr-government bodies are com- 
mercial banks, the Life Insurance Corporation, Emp- 
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loyees’ Provident Fund and other provident funds in 
the private sector. Keeping in view past trends аці 
assuming that the banks would make vigorous efforts 
to mobilise deposits through branch expansion ар] 
other measures, the total deposits of commercial 
banks are expected to increase by Rs. 10,566 crores 
during the Fifth Plan period. The new business of 
the Life Insurance Corporation is expected to in- 
crease by at least 15 percent per annum. In the 
light of this, the net increase in the Life Fund of the 
Corporation during the Fifth Plan period has been 
taken to be Rs. 2,507 crores. With effort, it should 
be possible for the Corporation to improve upon this 
estimate. The investible resources of the Employees 
Provident Fund are expected to increase by Rs. 2360 
crores. This takes into account the growth in emp. 
loyment and wages in industries and other possibili- 
ties for increasing receipts under the Employees’ Pro- 
vident Fund scheme. ‘The net accretion to other pro- 
vident funds in the private sector is estimated at 
Rs. 525 crores. 


5.57. Taking into account the Statutory provisions 
governing the deployment of funds by banks аш 
other financial institutions as also the requirements of 
different sectors in the economy, the net market 
borrowings of the Central and State Governments, 
local bodies and their enterprises over the Fifth Plan 
period have been taken to be Rs. 7232 crores. Thi; 
would involve an increase in the existing ratio of 
Government and other approved securities to Баш 
deposits. 


5.58. After providing for investment in Govern 
ment and other approved securities, the commercial 
banks would have sufficient resources for financing 
the anticipated requirements of the private sector fd 
working capital and other purposes as also of 
public sector for meeting inventory requirements. 1 
will, however, be necessary to adopt an approprial 
credit policy to regulate the flow of credit to th 
various sectors in the economy consistent with PI 
Priorities and to keep overall credit expansion witlii 
reasonable limits. Care will also have to be tak 
to ensure that credit does not go to finance excessi 


inventory accumulation or for other inessential Ф 
undesirable uses. 


Small Savings 


5.59. The net contribution of households to smal 
savings in 1973-74 is estimated at Rs. 181 crores 
Allowing for normal growth in this contribution ай 
taking into account the likely investment in smd 
savings of a part of the net accretion to the Empl? 
yees’ Provident Fund and other provident funds 1 
the private sector, total small savings collections dul 


ing the Fifth Plan period have been taken at Rs. 185 
crores. 


State Provident Funds 


. 5-60. The net accrual to State Provident Fund 
in 1973-74 at the Centre and in the States is estima 
ed at Rs. 203 crores. In the light of past trends, 
‘otal net accrual during the Fifth Plan period is est 
mated at Rs. 1280 crores—Rs. 680 crores at th 
Centre and Rs. 600 crores in the States, 
М 


Term loans from Financial Institutions 


5.61. Loans {тот the Life Insurance Corporation 
to State Governments, local bodies and State enter- 
prises for housing, water supply and power develop- 
ment as also from the Reserve Bank for participation 
jn the share capital of cooperatives are estimated at 
a, total of Rs. 775 crores. Besides, the Central and 
State enterprises are expected to raise a part of the 
funds required by them for financing their develop- 
ment programmes by way of loans from term-financ- 
"ing institutions. Such loans have been taken at Rs. 500 
crores. Apart from providing funds, the association of 
term-financing institutions with public enterprises is 
expected to assist in improving the working of these 
enterprises. 


5.62. Allowing for repayments of Rs. 360 crores 
to term-financing institutions, the total net loans to 
the public sector from such institutions during the 
Fifth Plan period have been taken at Rs. 895 crores. 


Commercial Credit from Banks 


the Government will also have to 
bank credit. Total disbursements of bank credit to the 
Government and Government enterprises during the 
Fifth Plan period have been Rs. 1500 cro- 
res. Deducting the anticipated increase of Rs. 315 
crores in the deposits of public sector with banks, the 
net availability of bank credit to it during the Fifth 
Plan period has been taken to be Rs. 1185 crores. 


Debts, Deposits and Miscellaneous Items 


5.64. Loan repayments to the Government by 
term-financing institutions during the Fifth Plan period 
are estimated at Rs. 128 crores. Besides, net receipts 
from other debts, deposits and miscellaneous items are 
estimated at Rs. 880 crores. The major sources of 
receipts are loan recoveries from households and net 
accretions to deposits while the major disbursements 
are by way of loans for relief from natural calamities 
and other non-Plan purposes. The refund of Annuity 
Deposits and Compulsory Deposits is also expected 
to involve a net outgoings of Rs. 75 crores during the 
Fifth Plan period. 


Absorption of Coins by Public 


5.65. The fresh issue of coins during the Fifth Plan 
period is estimated at Rs. 100 crores. lowing for 
the likely addition to cash held by Treasuries and 

ublic sector undertakings, the net absorption by the 
people is estimated to be Rs. 81 crores. 


Borrowings from Reserve Bank against Treasury Bills 


5.66. In view of the large increase in money sup- 
ply over the last two years, the resulting excess liqui- 
dity in the economy and abnormal price rise, there 
seems to be little scope for deficit financing in the first 
two years of the Fifth Plan. Taking this into account, 
total deficit financing during the Fifth Plan period 
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as a whole in the form of net borrowing from the 
Reserve Bank against the issue of Treasury Bills is ` 
proposed to be limited to Rs. 1000 crores. This order 
of deficit financing, given proper phasing over the 
Plan period, is not expected to exert any autonomous 
inflationary pressure on the economy. 


| Resources of Public Financial Institutions 


_ 5.67. The investment in buildings by public bank- 
ing and financial institutions from their own resources 
during the Fifth Plan period is estimated at Rs. 90 
crores. Correspondingly, credit for an equivalent 
amount has been taken under Plan resources. 


Net Reciepts from the Rest of the World 


5.68. The estimate of net receipts from the rest 
world is derived from the balance of payments 
exports, 
given in 


Chapter 6. the total 


balance of payments gap over 
is estimated at Rs. 4008 crores: 
be covered through gross foreign 
such aid during the Fifth Plan period has been assum- 
ed to be Rs. 4008 crores. Allowing for loan repay- 
ments and other net outgoings on capital account and 
taking credit for commercial credit of Rs. 400 crores 
and the accrual back of Rs. 200 crores from interest 
and amortisation payments in rupees to the USA on 
PL 480 debt and deposits, the net inflow of resources 
from the rest of the world works out to Rs. 2431 


crores. 


5.69. In the case of the private sector, the estimates 


show a net outflow of Rs. 86 crores to the rest of 
however, ex- 


the world. Financial institutions are, 

pected to make а net draft of Rs. 74 crores. Making 
adjustment for this outflow and inflow, the net receipts 
of the public sector from the rest of the world have 


been taken to be Rs. 2443 crores. 


Financing of the Plan in the Private Sector 

5.70. The resources for the Plan in the private sec- 
tor are estimated at Rs. 16161 crores. ‘There are ex- 
clusive of capital transfers from the public sector for 
investment in the private sector since such transfers 
are included under Plan resources and outlay of the 
ublic sector. The details of the resources estimate 
for the private sector are shown in Table 9. 


Table 9: Estimated Resources for the Private Sector 
in 


the Fifth Plan Period 
(Rs. Crores) 


1. own savings -+ 3005: 
(а) corporate . 4139 
(b) cooperative 5 4 ^ 5 169 
(с) household . $ М P A М 25747 
2. net transfers to | 13911 
(a) financial institutions . 1294: 
(b) public sector . 88 
(c) rest of the world 8 
3. total resources (1-2) é V 1614 
4. add investment by private financial institutions . І 
5. aggregate resources for investment in private 
BEE EUN NRE ЕШ e Bes a 1616 


1Excludes investment that may be financed by capital transfe 
from the public sector on Plan account as well as houscho 


investment in construction requiring mainly labour input. 


Corporate and Cooperative Savings 


5.71. The gross savings of the private corporate 
sector iE depreciation provisions and retained 
rofits. The depreciation provisions have been pro- 
jected in the light of the anticipated growth of gross 
fixed investment. Retained profits have been estimat- 


ed in the light of the anticipated increase in the gross . 


value added in the corporate sector. On this basis, 
fhe total gross savings of the corporate sector work 
out to Rs. 4139 crores. Of this, Rs. 2976 crores 
represent depreciation provisions while the balance of 
Rs. 1163 crores represent retained profits. 


Household Savings 


5.72. The household sector consists of individuals, 
un-incorporated enterprises, non-profit making organi- 
sations, trusts, charitable and religious institutions, 
etc. Gross savings of this sector represent the net 
increase in its financial and physical assets. The in- 
¿crease in gross financial assets during the Fifth Plan 
period is estimated at Rs. 20255 crores, as shown in 
Table 10. 


Table 10: Increase in Gross Financial Assets of the 
Household Sector during the Fifth Plan 


period 
(Rs. crores at 1972-73 prices) 
(0) а) 

1. deposits 4 7 ^ А 1 10278 
(a) commercial bank Д E 3 M P 8981 
(b) cooperative d ? 2 : À 5 996 
(с) non-banking companie: Р М s E 256 
(d) term-financing institutions . " ? 4 30 
(e) private financial companies . > z t 15 

2. currency З 2 4 Ы V 4 : 950 
3. life Insurance corporation-life fund  . : 4 2507 
4. provident funds . 5 2 5 Ё с 4165 
(а) employee's provident fund А 5 $ 2360 
(b) state provident funds { T T i 1280 
(c) others 4 5 М 5 T 2 л 525 

5. government obligations . E % 5 1634 
(а) small savings . > A 4 г 2 1113 
(b) debts, deposits and miscellaneous items 2 521 

6. private corporate issues . Г 4 і a 325 
7. cooperative shares and debentures, d E 396 
8. total * Ў 8 * : * 3 E 20255 


5.73. The basis of the estimates of the increase in 
deposits of commercial banks and the Life Fund of the 
Insurance Corporation, net accretions to the Employe- 
es’ Provident Fund and State Provident Funds апа 
increase in small savings has already been explained. 
The increase in households' currency holdings has been 
based on the estimate of deficit-financing by Govern- 
ment. The other financial savings of the household 
sector have been projected mainly on the basis of 
observed trends in the past. 


5.74. As against the increase in gross financial as- 
sets indicated above, the household sector's financial 


liabilities are expected to show a net increase of Rs, 
4724 crores. Total fresh borrowing by households 
is estimated at Rs. 5872 crores whereas repayments 
by them are estimated at Rs. 1148 crores, as showy | 
in Table 11. 


Table 11: Net Increase in Financial Liabilities of 
Households During the Fifth Plan Period 


(Rs. crores at 1972-73 prices) 


0) а) 


A. borrowings. х А t К 4 4 5872 
1. government (non-plan 5 5 5 y 614 
(i) loans on account of natural calamities . 350 

(ii) miscellaneous loans and compensation 
payments . $ Р : Е % 264 
2. life insurance corporation : А ^ 434 
(i) loans to policy holders & others t 384 

(ii) balances with agents, premia due and 
other receivables from households. . 50 
3. commercial banks . à à 4 1 2281 
4. term-financing institutions ) ^ ^ 836 
5. cooperative credit institutions — . 4 1 1679 
6. corporate financial institutions . " ^ 28 
B. repayments . 4 š г А С E 1148 
1. state governments. » 5 . 3 832 
2. central government . 5 : 7 " 141 
3. life insurance corporation . к r А 100 
4. term-financing institutions . 4 Ж 3 75 


С. netborrowings (А-В) : 4724 


In the above estimates, no provision has been 
made for advances to Government employe- 
es for purchase of conveyance—motor cars, 
scooters and cycles. It would be appropriate 
for commercial banks to provide such ad- 
vances. This would give a relief of Rs. 145 
crores to the Central and State budgets dur- 
ing the Fifth Plan period. 


5.75. Deducting from {һе increase of Rs. 20255 
crores in gross financial assets the estimated net in- 
crease in financial liability of Rs. 4724 crores, the 
net saving in the forni of financial assets has been 
taken to be Rs. 15531 crores. 


5.76. As regards household savings in the form of 
physical assets, adequate data are not available for 
preparing a direct estimate. Following the CSO 
methodology of estimating gross capital formation - 
through the commodity flow approach, the total gross 
Investment in the economy has been estimated u: 
(a) Construction, (b) machinery and equipment, and 
(c) changes in stocks. Investment in construction 
has been worked out on the basis of commodity inputs 
and the observed relationship between the value added 
and investment in the sector. Due to lack of баг 
and conceptual clarity, the estimate does not take 
into account household construction requiring ташу 
labour inputs. Investment in machinery and c juip- 
ment is based on the end-use of the projected levels 
of goods. Changes in stocks have been estimated on 
the basis of the observed relationship between fixed 
investment and inventory requirements. 


- $17. From the total gross investment for the eco- 
попу, direct investment of the public sector financial 
intitutions and non-financial corporate and coopera- 
tive sectors as worked out separately is deducted to 
arrive at direct investment by the households which 
‘equals savings іп the form of physical assets. This 
works out to Rs. 10216 crores. 


k 5.78. On the above basis, the gross savings of the 
household sector add up to Rs. 25747 crores, as shown 


below: 


(Rs. crores) 
Т. netincreascinfinancialassets . ri А = 15531 
2 directinvestmentin physicalassets . А 2 10216 
13. total 25747 


5.79. From total private savings-corporate, coopera- 
tive and household, the draft of the financial institu- 
tions, public sector and the rest of the world is deduct- 
ed in order to arrive at the net availability of resources 
or the private sector. Тһе estimate of the draft of 
inuncial institutions is derived from the data pertain- 
to increases in financial assets and liabilities of 
е household, corporate and cooperative sectors. The 
draft of the public sector represents the amount for 
hich credit has been taken in the scheme of financ- 
the public sector Plan under debts, deposits and 
iscellancous items, excluding loan repayments ` by 
term financing institutions. The draft on the rest of 
Ше world is based on the estimates of inflows and 
‘outflows of resources from and to this sector. 


t 


5.80. The total resources available to the private 
sector, excluding private financial institutions, аге 
estimated to be Rs. 16144 crores. Adding the re- 
Sources expected to be absorbed by private financial 
institutions in their own investment, the total resources 
available for investment in the private sector have 
been taken at Rs. 16161 crores. More detailed esti- 
mates of resources for the private sector are given in 
Annexure Ш. 


5.81. Of the total estimated resources of Rs. 16161 
crores for private investment, Rs. 10216 crores would 
represent the direct investments of households in phy- 
sical assets. This would leave Rs. 5945 crores for 
investment іп the corporate and cooperative sectors. 
Investment in the non-financial corporate sector has 
been taken to be Rs. 5244 crores, in the non-financial 
cooperative sector at Rs. 684 crores and by private 
financial institutions at Rs. 17 crores. It will be 
necessary to make suitable arrangements to ensure the 
availability of the requisite amount of funds to units 
in the corporate sector which undertake investment 
in priority fields in accordance with Plan objectives. 
Apart from other things, it would be necessary to 
channel the surplus funds available with certain units 
to those which need them for the desired types of 
investment. In other words, there would be a need 
for matching the availability of resources with the re- 
quirements for investment within the corporate sec- 
tor. 


5.82. Capital transfers from the public sector for 
investment in the private sector would add to the re- 
sources available for the private sector. Such trans- 
fers have been included in public sector resources and 
Plan outlay. 


Investment Saving Balance: Fiith Plan, 1974-75 to 1978-79 


ANNEXURE | 


| 
(Rs. crores at 1972-73 pri 


sources of funds/uses of funds 


capital transfers to 


gross total 
Invest- 
total ment 


1 


public! 
sector 
NU а) © ©) o 
8 . public sector 1920 3228 313103 М4 
BÍ 0, financial institutions 14345 s6 22 107 28 
g ‚ private sector 1494 22385 16144 4 9% 
E . rest of the world . : . . А » 4363 4608 >? Ш 
" .total . 2 H 4 К . 20202 2177 52427 47561 99) 
Е . gross saving У š ; D . 14336 2431 41561 
5 PIDE Ақ Ты ОА тала D Redit 34538 4608 99988 


Includes Cenual and State Governments, Public Enterprises and Local Bodies. 


Includes both public and private sector institutioas. 
Includes capital transfers to private sector on Plan account. 


Excludes investment that may be financed by capital transfers from public sector on Plan account. 
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Amount 
(Rs. 
crores) 

19 
315 
360 


694 
614 
1560 
300 
60 


1920 


3228 
31310 


34538 


1000 
100. 


> ANNEXURE II 
Fifth Plan Resources Matrix—Details 


Description 


Addition to cash held by treasuries and public enterprises. 
Addition to deposits of central and state governments and their enterprises with commecial banks. 
States and state enterprises negotiated loans repayments to LIC and bond redemption payments to it. 


Total 

Non-Plan loans to households by Central and State Governments. 

Amortisation payments on foreign debts by central government and central enterprises, 

Central Government net loans to foreign governments. 

Balance of payments, capital account—government gross outflow. (excluding loans and their repayments.) 


Total ij jı to in j4 
Investment by central and state governments (including capital transfers to private sect s C 
and by central and state enterprises. р перап Busy) 


Total ij js andi je 
Central government's net borrowing from RBI against treasury bills. 
Issue of coins (including one ruppee notes) to households by reserve bank—Government obligations. 
yielding equivalent resources to Government. | 
State governments’ negotiated loans from RBI (L.T.O.) 
Net small savings accrual to central and state governments. 
Net accrual to central and state provident funds. 
Employees and other provident funds net contribution to market borrowing of the Public Sector, 
LIC’s net contribution to centre and state government s market borrowings. 
LIC's negotiated loans to state governments. 
LIC's contribution to market borrowings of central and states’ enterprises. 
LIC's negotiated loans to states" enterprises, 
Commercial banks net contribution to market borrowings of centre and state governments. 
Commercial banks net credit to central and states" enterprises. 
Commercial banks net contribution to market borrowings of central and states’ enterpr ises. 
Loan repayments to central government by term-financing institutions. 
Term-financing institutions lending to central and states’ enterprises. 


Total 


LIC's loans to and bond purchases of cooperative non-credit societies. 

LIC's loans to and purchase of shares and bonds of private corporate non-financial enterprises. 

LIC's loans to policy holders and others. $ 

LIC's balances with agents and premia and other receivables from households. 

Commercial banks net credit to cooperative non-credit institutions. 

Commercial banks net credit to private corporate non-financial institutions. 

Commercial banks net credit to households. 

Loans by term-financing institutions to cooperative non-credit societies. 

Loans to private corporate non-financial institutions and contribution to their shares and debentures by term- 
financing institutions. 

Loans by term-financing institutions to households. 3 

Repayment of households deposits by state financial corporations. EH j 

Cooperative credit institutions credit to cooperative non-credit institutions and contributions to their shares and 
debentures. 

Cooperative credit instituti 


Private corporate financial i 
to their shares and bonds. 


Private corporate financial institutions 


ons loans and credits to households. 
nstitutions loans to private corporate non-financial institutions and contributions 


loans to households. 


Total 
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tA 


_ зз © а 


(Rs. 
crores) 


85 
22206 


107 


22313 
973 


171 


22385 
16144 
38529 

4163 


200 и surplus American funds arising from interest payments оп PL 480 deposits, to central enterpristé 


4363 


160 
85 


4608 
4608 


Total 
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Description 


Laaa re»ayments by term-financing institutions to the rest of the world. 


Totali? іш із j4 


Direct investment by financial institutions—LIC (60), commercial banks (35), private corporate financial insti. 
tutions (12). | 
Total iz js andiz 16 
Repayment of loans by households to centre and state governments. 
Annuity deposits, compulsory deposits etc. by households. 
Net accruals under miscellaneous debts, deposits and funds to central and state governments. 


Total 
Addition to cash held by cooperative non-credit institutions. 
Loan repayments to LIC by cooperative non-credit institutions. 
Addition to deposits of cooperative non-credit institutions with commercial banks. 
Loans repayments by cooperative non-credit institutions to term financing institutions. 
Addition to cash held by private corporate non-financial institutions. 
Private corporate non-financial institutions repayment of loans to LIC and redemption of shares held by it. 
Addition to deposits of private corporate non-financial institutions with commercial banks. 


Private corporate non-financial institutions loan repayments to term-financing institutions and redemption of 
shares and debentures held by them. 


Households’ net absorption of currency. 

Households’ net contribution to small savings. 

Households’ net contribution to state provident funds. 

Households’ net contribution to employees’ and other provident funds. 

Households' savings in the form of accretion to Life Fund. 

Households’ loan repayments to LIC. 

Addition to households’ deposits with commercial banks. 

Households’ loan repayments to term-financing institutions. 

Households’ net contribution to Units. 

Households deposits with term-financing institutions. 

Addition to households’ deposits with cooperative credit institutions. 

Households’ contribution to share capital and debentures of cooperative credit institutions. 
Households’ loan repayments to and deposits with private corporate financial institutions, 
Households’ contribution to share capital of private corporate financial institutions. 


Balance of payments, capital account—private account outflow (exclusive of loans and their repayments) ат 
foreign debt repayments by private corporate non-financial institutions. 


Total із ją to із ją 
Direct investment of the private sector. 
Total із js and i} je 


Gross foreign aid to central government and enterprises and balance of payments i \ 
t à , capita, геге? 
gross outflow (excluding loans and their repayments). BH йш! оеш 


Total 


Gross foreign aid to term-financing institutions. 


Gross foreign loans and credits to private сог i і 
| 1 porate non-financing se 1 Ш 
account, private capital gross inflow. EUM NU M payments, de 


Total ц jy tois j4 

Total i4 ј and ig js 

Total ij j to i4 i 

The estimates of saving generated in different sectors. 
Total ij j to ig j 


i—rows 
j—columns 


i | ANNEXURE Ш ` 
Estimated Resources for Investment in the Private Sector during the Fifth Plan Period 


(Rs. crores) 


A. Receipts x 


1. private savings " Б x 4 T É Р у 
(а) private corporate поп- -fnancial sector 4 f [ 7 : 2 i : . . б 30055 
(b) cooperative non-credit sector. с ‹ 2 ; i : 5 * . . Я 2 ^ A gd 

с) household sector қ ? d M › 7 s got . g ү А 
ш yw. E i E vus METTE . E х 25747 


2. non-plan loans from the centre and the states 614 


. capital transfers from financial institutio! 
3. cap ns 1 b c г 2t ^ РЕ ТР A 5 3 7775 


* (а) Life Insurance Corporation SE ED ДИ T s б Win МІ ДГ а ае 953 
(b) commercial banks . To АДЫР SS i ee К А T m TENER. + Р 3496 

(с) term-financing institutions d P 3 Е 2 “ЖЕУ Eye 5 e Қ Й А 5 J 1361 

(d) cooperative credit institutions. 4 unde B 5 5 2 MM ы : 5 5 E 1929 

(е) private corporate financial institutions Е Я CHEN: : j A 4 E р - 3 36 

4, capital transfers from the rest of the world QM зө. 2 EAR AAE А D TT UU s 85 


ceipts (1 +2+3+4) ] " 5 Ж $ ‘ a x 5 4 T E T A я 38529 


5. total gross 


B. transfers 


1, capital transfers to public sector 2 3 С i S E 2 А Я i 2 5 Е ` 2 1494 
2. capital transfers to financial institutions — . " Y t 4 s 5 4 a Ж 5 А 2 с 20720 
(а) Reserve Bank of India > 5 ARAN- 5 З " * 1 М E g 3 ё n 985 

(b) small savings—household ҚАНЫ : d à А d " : Ў } 3 ^ а 4 1113 

(c) State Provident Funds -do- . к 5 . B . 4 . а 5 = 4 : ^ H 1280 

(d) employees’ and other provident funds . . . Ё . 5 2 5 = 5 > қ 5 2885 

(е) Life Insurance Corporation E 1 A : 5 5 . б E E 5 5 d > Т 2747 

(f) commercial banks . А А 5 с ^ ` + Дд E ERU: R е о 7 Y 9801 

(g) term-financing institutions (Жн. BUS И cett rr MN ДЕ, re ht 605 
(h) cooperative credit institutions — . 4 . . . . . B v; 2075 КЕТТІ» Жа . V 1284 

(i) private corporate financial institutions А H 0 á 3 A 2 ы à ў K у 20 
арна! transfer to the rest of the wodd w= Mer 52 ЕИ а 171 
оа! transfers (1-2-3). У UMEN а com 22385 
© net resources (А-В). б М А 5 5 a г) 5 M A 5 б 5 : H А д 16144 
17 


В. Al investment by private financial institutions р" 


В, total resources for investment in private sector . 


i —— Nem 


Chapter 6 
Balance of Payments 


S MooTH implementation of the Plan requires 
not only that adequate rupee resources must 
be raised in essentially non-inflationary ways to match 
the envisaged rupee outlays but also that enough 
foreign exchange must be raised to finance the needed 
‘imports of goods and services for both the mainten- 
ance and development of the economy, as also to 
meet the foreign debt service obligations and to render 
assistance to friendly, mainly neighbouring, countries. 
Tt is to the second aspect of the financing problem 
that we address ourselves in this Chapter. 


I 
FOURTH PLAN REVIEW , 
Overall Position 
6.2. In the Fourth Plan, the overall requirement of 


Table 1: Balance of Payments, Fourth PlanProjections and the Actuals for 1969-70 to 1971-72 


foreign exchange was estimated at Rs. 12430 crores; | 
Rs. 590 crores for food imports; Rs. 9140 crores for | 
other imports; Rs. 2280 crores for debt service pay. 
ments; Rs. 280 crores for repayments to the Interna. | 
tional Monetary Fund and Rs. 140 crores for financ- | 
ing the combined net outgo on account of invisibles | 
(excluding official grants and the interest component of 
debt service) and capital transactions (excluding the re- 
payments component of debt service and fresk: foreign 
aid). These requirements were to be met b 
Rs. $300 crores of exports, Rs. 380 crores of PL 48 
aid and Rs. 3750 crores of other aid. The actualy 
аге as yet available only for the first three years of the | 
ron Plan period. The position is summarised 
elow. 


(Rs. crores) 


Fourth total 


Plan 1969-70 + 1970-71 1971-72 1969—72 
projections 
(0) (1) 0) (3) (4) (5) 
payments 1% 

1. imports! 9730 1582.3 1720.4 1993.6 5296.3 
2. debt service x ў к 2280 412.5 450.0 479.3 1341.8 
3. repayments to IMF ^ : 1 280 125.2 153.8 ы 279.0 
Г Е 4. invisibles and capital transactions (net) 140 (17.5 (—)44.8 (3172.3. (—)234.6 
5. errors and omissions 2 14.4 78.7 65.2 158.3 
6. total payments » 2 E à 12430 2116.9 2358.1 2365.8 6840.8. 

7. addition to reserves ; A A à А + ie 244.2 (—)88.6 116.4 272,07 
8. total outgo (6+7) ( 12430 2361.1 2269.5 2482.2 7112.8 

receipts 
1. exports! B . B a . > 8300 1403.9 1402.7 1555.4 4362,0 
2. aid i SN IL oras AN v DN REUS (4130) (856.3) (791.4) (834.1) (2481.8) 
(i) PL 480 380 169.5 89.0 111.9 370.4 
(ii) other . : 3750 686.8 702.4 722.2 2111.4. 

3. total receipts . Ч $ Я % " а 2 ie 12430 2260.2 2194.1 2389.5 6843.8 | 
4. allocation of SDRs 94.5 75.4 74.1 244.6 

5, revaluation of reserves — . . р S EE. ық) dE 6.4 ka 18 n р 43 

6. total inflow (3--44- 5) 12430 2269.5 7128 | 


2482.2 


1The figures of exports and imports given in this table are from the Ехсһап, 

s d Д 1 ge Control Department Ў 
Later, in the separate discussion of exports and imports, the source of data has been йек Сей! of ‘Common Intell ye Б 
Statistics (DGCI&S). The two sets of data do not tally because of differences in coverage and methodology of compilation В 


6.3. During the first three years of the Fourth Plan, 
the balance of payments position was fairly stable 
During this period, besides clearing the entire out- 
standing borrowing of Rs. 279 crores from the Inter 
national Monetary Fund (IMF), the country added 
Rs. 272 crores to its foreign exchange reserves raising 
these to Rs. 848.7 crores. There was thus an im- 
provement in the reserve position of Rs. 551 crores. 
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This was made possible to the extent of Rs. 2446] 
crores by the allocation of Special Drawing Right’) 
(SDRs) by the IMF and Rs. 24.4 crores by the арр 
ciation in the value of reserves as a result of change 
in the par value of reserve currencies. Тһе balanc 
of Rs. 282 crores reflected the true balance of paf 
ments surplus exclusive of the repayments to th? 
IMF. Since these repayments had been included if 


] 
т Fourth Plan projections, compared 
there was an improvement 


олсе of payments of Rs. 3 crores. 


| 64. During the first three years, the realisation in 
relation to the total amount projected for the Fourth 
riod under different items was as follows : 
p debt service, 59 per cent; re- 
o the IMF, 100 per cent; exports, 53 per 
Thus the Plan ful- 
f the overall balance of payments 
was being realised broadly as scheduled. However, in 
combined total of invisibles and capital 
ransactions (net), the Fourth Plan projections had been 
shown to be too conservative. а net ошоо 
of Rs. 140 crores under this item, there was actually 
in inflow of Rs. 234.6 crores during the three year 
пой. And, what was even more important for the 
Eus, the inflow had increased from year to year. 


65. Even though a full picture is not yet available 
for the subsequent period, the balance of 
position has continued to be reasonably stable. 
indicated by the fact that at the end of July 1973, 
the reserves stood at Rs. 908.8 crores, showing an 
increase of Rs. 60.1 crores over the amount at the 
md of 1971-72. During this period, there was no 
е allocation of SDRs. There was, however, an 
Е in reserves of the order of Rs. 35 crores. 
| owing for this, (һе mn di in reserves was of 
about Rs. 25 crores. is indicates the order of 
Overall surplus in the balance of payments over the 


Table 2 : Inflow 


„to these pro- 
ions, in the overall. 
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of Foreign Assistance, Gross and Net 


period April 1972—July 1973. It is, indeed, credit- 
able that despite the considerable set-back to agri- 
cultural production in 1972-73, the balance of pay- 
ments has stood firm, more so when, since war 
with Pakistan, fresh US aid has not been available. ў 


6.6. The drought іп 1972-73 has obliged the . 
country to once again go in for large imports of 
foodgrains when the world prices have risen to un- 
precedented levels. The import prices of some of our 
other major requirements like petroleum and petro- 
leum products (POL), fertilisers, iron and steel, non- 
ferrous metals and newsprint have also risen. This, 
together with the fact that, on account of shortfalls 
їп domestic production, much larger quantities have 
to be imported than anticipated in the Fourth Plan, 
may put considerable strain on the balance of pay- 
ments during the remaining few months of the Plan 
period. But, thanks to а bumper kharif crop and 
the 2-million tonne Soviet wheat loan, the drain on 
our reserves may be much less than feared earlier. 
On the whole, the overall balance of payments posi- 
tion over the Fourth Plan period should justify a con- 
siderable measure of cautious optimism about the in- 
herent resilience of the economy. 


Net Aid 

6.7. A major objective of the Fourth Plan was to 
reduce the foreign aid net of debt servicing (inclusive 
of interest payments) to half the pre-Plan level. The 
progress in terms of this objective is given below : 


(Rs. crores) 


a St en: 50 өле 1970-1 1972; 19773 
(Estimates) 
CINQ TAE ^ WIR. Re С) @ © 
| 1 gross disbursement ОН, " 902.6 856.3 791.4 834.1 626.0 
1 (i) PL 480, food and non-food (157.6) (169.5) (89.0) (111.9) (59) 
(а) repayable in rupees . š 2 84.5 pud sme i 25 2c 
| (b) repayable in convertible currency 73.1 2 T f % 
- (ii) other aid (745.0) (686.8) (702.4) (722.2) (626.0) 
(a) loans 679.8 660.7 658.9 671.7 29 
(b) grants 65.2 26.1 43.5 50.5 5 
2, debt service payments ) . $50 425 450.0 479.3 502.4 
(i) interest payments . 138.8 144.0 160.5 180.0 188.4 
(ii) loan repayments 236.2 268.5 289.5 299.3 314.0 
3. net inflow of assistance (1—2) 527.6 443.8 341.4 dui 354.8 И, 123.6 
i i i iod. These show that ex- 
6.8. The net aid has been estimated to decline years of the Plan perio ў h 
from Rs. 527.6 crores in 1968-69 to Rs. 123.6 crores p 2050 өз адыры АЗАП АҒЫН, ja 196r e а 
in 1972-73. The inflow had thus been reduced to ҮЧЕ ТЕ na. MA cur fan ius d 


less than а quarter of that in the pre-Plan year. Even 
if, as expected, there is some rise in the net inflow 
of aid in 1973-74, it is unlikely that, exclusive of 
the wheat loan, it would significantly exceed half 


the pre-Plan level. 


Exports 

6.9. Actuais in respect of ex 
able from the Director-General 
ligence and Statistics (DGCI&S) 


ports are now avail- 
of Commercial Intel- 
for the first four 


Rs. 1960.9 crores in 1972-73. The total for the 
four years 
exports in 
Rs. 2000 crores. 
Fourth Plan works out 


the original rojection of хро 
suh ed to exceed the Fourth Plan projection 


are leather and leather products, engineering goods, 
cotton textiles, handicrafts, fish and fish preparations, 
jute manufactures, unmanufactured tobacco, oil cakes, 
iron ore, chemical and allied products and coffee. 
On the other hand, the exports of iron and steel have 
suffered a sharp decline on account of supply cons- 
traints. The position is summarised in Annexure І. 


6.10. In Ше Fourth Plan, exports were pro- 
jected to grow from Rs. 1358 crores in 1968-69 to 
Rs. 1900 crores in 1973-74. This works out to an 
„average annual rate of growth of 7 22 cent. Тһе 
actual increase was 4.1 per cent іп 1969-70, 8.6 рег 
cent in 1970-71 and 4.6 per cent in 1971-72. A 
change in the method of compiling export statistics 
effective from 1st November, 1970 seems to have over- 
stated the rate of growth of exports in 1970-71 and 
understated it in 1971-72. There was a sharp rise 
of 22.1 per cent in exports in 1972-73. А part of 
these exports were of ап exceptional type such, 
for instance, were the grant financed exports as 
also the foodgrains exports to Bangladesh. In the 
absence of such exports in 1973-74, even though 
other exports are likely to,show a sizeable rise, the 
total has been estimated to be higher by about 2 per 
cent as compared to 1972-73. Over the Fourth Plan 
period as a whole, the trend rate of growth works 
out to 7.7. per cent per annum, in other words, the 
total for the five year period is the same as it would 
be if all through the exports had been growing at an 
average annual rate of growth of 7.7 per cent!. This 
is a good performance especially when judged 
against the unusual strains experienced by the 
economy on account of the influx of millions 
of refugees from Bangladesh, Indo-Pakistan hostilities, 
short supply of metals and power, adverse effect 
of severe droughts and floods, international currency 
uncertainties and restrictive trade policies pursued 
by the developed countries. This success, how- 
ever, affords no room for complacency. An impor- 
tant contributory factor for the success in recent years 
has been international inflation. There have also 
been non-recurring factors like exports of foodgrains 
to Bangladesh in 1972-73. If a set back on the export 
front is to be avoided, there have to be sustained 
efforts at export promotion. 


Imports 


6.11. In the Fourth Plan the import requirements 
were estimated at Rs. 9730 crores. This estimate 
was worked out taking into account, on the one hand, 
the need to supply the requirements of the priority 
industries, the export-oriented industries and the smail 
scale sector and, on the other hand, the scope for 
large import substitution in such fields as metals, 
machinery and equipment, fertilisers and POL. The 
policy of progressive canalisation of imports through 
state trading agencies was favoured as an instrument 
for, among others, obtaining the needed imports more 
efficiently and at a lower cost and also to serve as a 


1Whereas the average annual compound rate of 
growth takes into account the performance in the 
terminal year of the Plan only, the trend rate of 
grówth ' reflects ‘performance in all the years and is 
thtis'a' more faithful indicator of growth performance. 
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check on malpractices by private trade such as. Over | 
and under-invoicing. The main components of the 
total import requirements of Rs. 9730 crores were a 
follows : foodgrains, Rs. 590 crores; metals, ores ар 
scrap, Rs. 1393 crores; metal products, machinery. 
and transport equipment (including components аці 
spare parts), Rs. 2928 crores; POL, Rs. 772 crore) 
fertilisers and raw materials for fertilisers, Rs. 1171 
crores; fibres, Rs. 563 crores; chemicals, Rs, 600 
crores; animal and vegetable oils and fats Қз, 195. 
crores; raw cashewnuts, Rs. 186 crores; pulp рар, 
paper board and newsprint, Rs. 185 crores; пог | 
metallic mineral manufactures, Rs. 206 crores; and] 
all others, Rs. 990 crores. 


6.12. The actua] imports declined sharply к 
Rs. 1908 crores in 1968-69 to Rs. 1582 crores ini 
1969-70. About four-fifths of the decline was ас | 
counted for by cereals, fertilisers, and machinery anil] 
transport equipment. In 1970-71, however, ther 
was a modest increase of 3.3 per cent, the total rising 
to Rs. 1634 crores. There was a sharp rise іп 197 
72. The total rose to Rs. 1824 crores, that is, by 
"11.5 per cent. This increase occurred despite al 
decline of Rs. 82 crores under cereals. The „таш 
items responsible for the sharp rise were steel, machi 
nery and equipment, POL and raw cotton. Тһе 
was, once again, a modest decline in 1972-73 tol 
Rs. 1797 crores, mainly due to substantially 
imports of cereals, animal and vegetable oils and fats} 
and raw cotton. All through the four year period 
1969-70 to 1972-73, total imports were much beloy| 
the level of Rs. 1908 crores in 1968-69, the batt] 
year for the Fourth Plan. The total for the four yeani 
adds up to Rs. 6837.5 crores leaving a balance 4 
Rs. 2892 crores for 1973-74. The actual imports it 
the current year would be substanitially below thi 
figure. Even allowing for the possible under-recorditg 
of Government imports in previous years, the total fü 
the Fourth Plan period is likely to be appreciablj 
lower than the original estimate. It would have Бей 
much below the original estimate if production taf 
gets for some of the items which figure prominent] 
in our import bill like steel, non-ferrous metals, fe 
tilisers, POL and newsprint had materialised. Thi 
details are given in Annexure II. | 


| 

6.13. It seems that the original Fourth Plan et 
mates of import requirements would be exceeded ў 
substantial margins in the case of foodgrains, meta 


the original projection. In the case of steel and oth 
metals, shortafalls in domestic production and the 1% 
cent sharp rises in the import prices are the mait 
reasons for exceeding the original estimates. In thè 
case of POL, the sharp rise in import prices is th 
main factor. 


6.14. The imports of machinery 
are likely to be much smaller than the Fourth Pl 
Projections. This reflects the lower level of invest 
ment in the economy, particularly in industry, tha! 
envisaged in the Plan. Despite the recent sharp 1% 


and equipmell 


the import price of fertilisers, the total imports by 


jection. The sheer non-availability of fertilisers 


Troad has been an important factor for this short- 


6.15. It has sometimes been argued that if indus-- 
al production had grown as 'envisaged in the Fourth 
jan, the import bill and the consequent strain on the 
ance of payments would have been much larger. 
is line of thinking misses the point that our serious 
ша have been under items like steel, noa-ferrous 
fals and fertilisers which form a large chunk of our 
If the output of these items had materialis- 
ed as scheduled, the higher rate of industrial growth 
sulting from this would have saved much more 
imports than the additional import requirements gene- 
ed by a higher rate of industrial growth in other 
ilds. ЈЕ the structure of industrial growth is strong- 
oriented to import substitution and export produc- 
liom Шеге is по reason why.a high rate of growth 
wuld not improve the balance of payments rather, 
n put an added strain on it. 


07058 Aid 


616. Against the Fourth Plan projection of 
Rs 4130 crores of gross, aid, the realisation by the 
nd of 1972-73 has been estimated at Rs. 3108 crores, 
Wing a balance of Rs. 1022 crores. The realisa- 
fin during 1973-74, exclusive of the Soviet Wheat 
Ton, may be of the order of Rs. 712 crores. The 
fol would thus add up to Rs. 3820 crores-—a short- 
fill of Rs. 310 crores, Inclusive of the wheat loan, 
‘ihe gross aid receipts would approach the origina? 
Forth Plan projection. * 


Il 


FirTH PLAN PROJECTIONS 


617. The recent sharp rise in the world prices of 


me of our major import items in 1973-74 like food- 
| metals, fertilisers and 


i urden of debt ser- 
d to the importance of the pro- 
nce of payments if the objec- 
self-reliance 
pro- 
KMtons for the Fifth Plan take into account botn 
‘tontinuing and new factors that have а bearing on the 
poblem and are related to the envisaged rate ап 
Pattern of growth. The main assumptions underlying 
these projections are: 


of effective measures to neutra- 
lise the recent adverse trend in our terms, of 
trade, thus bringing about a sufficient im- 
provement in the balance of payments 50 as 
to meet, by 1978-79, the maximum am 

of our foreign exchange require 
than debt service charges, 
resources; 


(i) adoption 


of the import ге- 
t and current pro- 


57 ЕЎ 


(i) reasonable satisfaction 
quirements, for investmen 


3. C./73—6 


е are expected to be much below the Fourth Pian - 
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duction purposes, of priority sectors as also 
of essential lines in the small scale sector; 


(iii) restraint on imports that, directly or in- 
directly, contribute to inessential or elitist 
consumption; 


(iv) progressive restructuring of the energy 
base of the economy to make greater use 
of the country’s large coal reserves and eco- 
nomise on petroleum products; 


(v) fuller exploitation of the country’s known 
reserves of petroleum and intensified explo- 
ration for new reserves; 


- (vi) large increases in the output of ferrous and 


non-ferrous metals, nitrogenous and phos- 
phatic fertilisers, machinery and equip- 
ment, essential chemicals and newsprint 
which account for the bulk of imports; 


(vii) increase in the output of foodgrains, oil- 
seeds, raw cotton, raw jute, tea, coffee, 
tobacco, raw cashew and rubber commen- 
surate with the country’s requirements for 
domestic consumption and exports; 


(уш) efficient management of the food economy 

so as to avoid large scale food imports; 

(ix) adequate increase in the output of tradition- 
al industries like cotton and jute textiles 
which continue to figure prominently in 
our exports; 


(x) vigorous efforts to develop. the production 
and export of non-traditional items like 
coffee, oil cakes, fish and fish preparations, 
iron ore, coal, leather and leather manufac- 
tures, rubber tyres and tubes, engineering 
goods, iron and steel, pearls, precious 
stones and jewellery, and other handicrafts; 


(xi) appropriate export policy frame for encoura- 
' ging production for export, diversion of 
output from domestic consumption to ex- 

orts, and raising the competitive capability 


of our exports; 


(xii) tightening up of foreign exchange control to 
reduce net freight outgo on overseas trade; 


tightening up of foreign exchange control to 
check leakages through. under-invoicing of 
exports and over-invoicing of imports and 
the diversion of remittances from Indians 
abroad to unofficial channels; ` 


(xiv) acceptance, to a limited extent, of commer- 

cial credits for financing such imports as 
are required for those areas of development 
which have а large potential for adding to 
exports Ог saving imports; and where timc 
is the, essence of the matter; and 


(xiii) 


availability of the bulk of the envisaged 
(52 foreign aid on soft terms. 


Overall Position 
6.18. The projections. worked 
basis are summarised below: 
Tate 3: Balance of Payments Projections for the Fifth Plan 
(Rs. crores) 


out on the above 


Жыт. ca қалан HUI 
current account ` 
1. trade 
(i) exports 12580 
(ii) imports (—)14100 
2. services (net) 94 
4. current transfers (net) . 326 
4. investment income (net) 
(i) debt service . (911 
(ii) other than debt <егуісе (—)220 
5, total . (2231 
capital account 
1. private capital (net) (—)86 
2. banking capital (net) . E 
3. official capital (net) (-45 
4. debt service E à 4 (—)1646 
5, assistance to foreign countries (net) (—)300 
6. lags betwecn export shipments and receipts (—)100 
7. commercial credits (gross) 400 
8. external assistance (gross) 4008 
9. total 2231 
Net Aid 


6.19. The gap to be met by gross external assist- 
ance has been estimated at Rs..4008 crores. The 
debt service charges comprising both interest payments 
and repayments of capital add up to Rs. 2557 crores. 
The net aid is thus estimated at Rs. 1451 crores 
against the original provision of Rs. 1850 crores in 
the Fourth Plan. Moreover, in the Fifth Plan pro- 
jections there has also been made a provision of 
Rs. 300 crores for net aid to foreign, mainly neigh- 
bouring, countries. If this amount is set off against 
the net aid taken credit of for the Fifth Plan, the 
total of the latter is reduced to Rs. 1151 crores. Even 
without this set off, the net aid works out to 3.1 
per cent of total investment and 4.6 per cent of public 
sector investment envisaged in the Fifth Plan as 
against the corresponding figures of 8.2 per cent and 
13.6 per cent in the Fourth Plan. The postulated 
improvement in the balance of payments requires that 
the aid funds must be effectively deployed, the imple- 
mentation of aided projects speeded up and the utili- 
sation of ‘existing and newly created capacity ensured 
so as to add to exports and save on imports in a 
significant measure. 


6.20. The deficit in the balance of payments on 
current account indicates and measures the draft on 
foreign saving. The reduced deficit thus means so 
much less foreign saving available to the economy. It 
follows that an improvement in the balance of pay- 
ments on current account requires that the rate of 
domestic saving must be stepped up not only to 
finance the increased investment but also to substitute 
for the previous draft on foreign saving. There is 
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thus a direct link between improvement in the Байар 
of payments and that in the rate of domestic savin | 
If the economy is unable to step up Simultaneous), 
the rate of domestic saving, the attempt at improy. 
ment in the balance of payments would be either. 
abortive or result in a lower rate of investment ani 
growth. 


Exports 


6.21. Exports have been projected to grow fron 
an estimated Rs. 2000 crores in 1973-74 to Rs. 280) 
crorés in 1978-79. Тһе rate of growth works out i 
7.6 per cent compound per anum, which is aboy 
the same as actually realised in the Fourth Plan period 
Large increases in export earnings were expected from 
engineering goods, iron ore, handicrafts (including 
pearls, precious stones and jewellery), cotton textiles 
steel, fish and fish preparations, and leather аш 
leather products. These seven items account fy 
about two-thirds of the total increase of Rs. 8% 
crores projected over the five year period. Details ай 
given in Annexure III. 


6.22. In a severely competitive world, export pro 
motion is not a one-shot operation but a sustained 
endeavour. The comparable performance оп |М 
export front in the Fourth Plan period provides al 
assurance that the Fifth Plan projections are realisti 
Nevetheless, the realisation of the Fifth Plan expo 
target requires redoubled multi-pronged effort 
Success depends, first and foremost, on achievin 
adequate production, of the acceptable quality andi 
competitive cost, of exportable commodities. Th 
supply constraint can, as has often happened in the 
past, set at naught all other efforts at export promt 
tion. In case of an unavoidable set back to production 
as а rule, exports should have priority over domes 
consumption. It requires considerable effort and 
pense to build up export markeis. Once lost, th 
cannot be easily regained. The exports must, th 
fore, be maintained, if need be, at the cost of sh 
tages at home. An exception to this approach 
be countenanced only if domestic Shortages grow 
acute as to impose really unacceptable hardships. 
long-term approach is the very essence of expt 
promotion. 


6.23. The world market for some commodities й 
expanding much faster in total volume than foi othe) 
Efforts at export promotion will be much more rew 
ing if these are directed to items with a fast grow 
ing world demand. Today all the steel, aluminium 
and cement that сап be produced in excess of dome 
ис requirements can be readily sold abroad. The santi 
15 not true of many of our traditional exports. À t 
orientation of the production structure towards itemi 
with a rapidly expanding world market has to be 2% 


other essential plank of a forward looking expo 
strategy. Š 


gn imaginative Way, export promotion in the high 
artistic Skill fields Could be given an immense boost. 


625. In the advanced countries, labour is now 
“тшу scarce and wages are high. It is increasingly 
uneconomical for them to undertake labour-intensive 
industries such as textiles. Even in the case of capi- 
tal-intensive fields, there are certain stages and opera- 
tions which are fairly labour-intensive. This, for in- 
stance, is the case with assembling in electronics and 
with castings 1n machine building. This affords us 
with considerable new openings for the development of 
export-oriented lines. In order to tap this potential 
К fully, it is necessary to enter into long term agree- 
ments with countries who would like to draw their 
supplies from India. Such agreements will ensure 
them that they could depend on us for regular supply. 
We would also benefit in that investment and other 
development efforts could be undertaken with (һе 
full confidence that there would be an assured market 
for our products. The planned creation of a measure 
of complementarity between our economy and that 
of others with different demographic and ecological 
circumstances and levels of development should be 
| an important instrument for the expansion of mutually 
beneficial trading relations with them. 


626. There is a rapidly growing world market for 
and 


engineering 
machinery, 


cause our people learn modern techniques quickly, it 
can be rapidly enlarged. We 
lo meet the iron and steel requirements of our en- 
gineering industries from domestic resources at reason- 
А diversified structure of engineering 
industries, some of them approaching advanced world 


Wandards, bulk of 
our own requirements plant and 

met from domestic production but enginecring pro- 
ducts are also a major export item. We have bright 
Prospects in such fields as railway track materials and 
folling stock, power transmission and distribution 
equipment, automobile ancillaries, industrial machi- 


Nery, tubes, pipes and fittings, and certain nines 
these 


of consumer durables. In the light of all 
favourable factors, a high rate of growth has been 
projected for exports of engineering _products. By 


1978-79, these are expected to grow into the largest 
item of export. With a determined drive to develop 
our engineering industries, we can not only attain a 
higher degree of self-sufficiency in our own require- 
ments of plant and machinery but also give а power- 


- ful fillip to exports. 


6.27. The rising living standards in the advanced 
countries have involved a qualitative improvement im 
their diet, As а result, there is a rapidly growing 

fruits and vegetables in these 


demand for fish, meat, 5 getab th 
countries. With the wide variety of climatic conditions 
and natural resources and а long coast line, we are 


very well placed to cater to this demand. This 
for the development of fishing, animal husbandry and 
horticulture as also the related processing industries 
and speedy means of transport. All these have received 
high priority in the Fifth Plan. 
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6.28. А successful export drive requires that we not 
only produce the exportable products but also make 
sure that these are in fact pushed into the world markets 
rather than consumed at home. In many lines the ex- 
panding domestic market offers an attractive alterna- 
tive to exports. This has to be countered effectively. A 
variety of devices has been adopted in the past. These 
include incentives such as cash assistance, прог! rep- 
lenishments, preference in industrial licensing, liberal 
import of inputs for production and for expansion of 
capacity, concessional terms and priority in allocation 
of domestically produced inputs and tax concessions, 
as also compulsions like export obligations. — It is 
necessary that this carrot and stick package should be 
so devised as to achieve the maximum results with 
the minimum costs. A high level committee set up 
by the Ministry of Commerce is presently examining 
this question. together with other aspects of a long- 
term export strategy. It is expected that the findings 
of this committee will be available before the Fifth 


Plan is finalised. 


Imports 


6.29. The large imports of foodgrains necessitated 
by the severe and widespread drought in 1972-73 
and the sharp rise in the world prices of our major 
imports like POL, steel and non-ferrous metals, fer- 
tilisers and newsprint would mean a sharp i i 
our imports in 1973-74. It is too early to make a 
reasonably accurate estimate. Perhaps, a figure of 
Rs. 2,600 crores comprising Rs. 450 crores of food- 
grain imports and Rs. 2,150 crores of other imports 
may not be very wide off the mark. Imports 
have been projected to grow 10 Rs, 3,109 crores in the 
terminal year of the Fifth Plan. This does not in- 
clude any provision for import of foedgrains. Tf the 
non-food imports in 1973-74 do turn out to be of the 
order of Rs. 2.150 crores, the import projections will 
yield a rate of growth of 7.6 per cent per annum 
which is the same as for exports. It may, however, 
be noted that in the case of POL a continued escala- 
tion in import prices has been assumed whilst the 
export projections have been made at constant 1972-73 
prices. 

6.30. Of the total estimated imports of Rs. 14,100 
crores during the Fifth Plan period, POL accounts for 
Rs. 3,080 crores (22 per cent) ; metal products, machi- 
nery and transport equipment, Rs. 4,010 crores (28 
per cent); steel and non-ferrous metals, ores, and 
scrap, (14 per cent) ; fertilisers and 
raw materials for fertilisers, Rs. 1,450 crores (10 рег 

Government imports, 

No provision has 
It has been as- 
increase in the output of 
th the efficient management of 
make it possible to avoid large 
(Annexure IV). 


the import substitution effort 
d towards four major fields: POL, 
i and fertilisers. These 
two-thirds of the estimated 
im peri inu 
the substitution has to be effected both by an intensi- 
fied programme exploration and by the greater 


use of coal, of which large reserves exist. At the same 
time, the pace of development of the country’s ae 
potential has to be stepped up so that from the Six 
Plan onwards hydro-power makes its due contribution 
towards expanding the country’s energy base. Nuclear 
research for ushering in the age of fast breeder reactors 
‘has to be pursued with determination. There is a 
tremendous potential for development of the iron and 
Steel industry, By developing this potential at a 
reasonable pace, it should be possible not only to 
do away with steel imports, except for some specific 
categories, but also to make steel and steel products 
the most important of our export earners. _ For this 
reason, there is a large programme: of steel. develop- 
ment in the Fifth Plan. In the case of non-ferrous 
metals too, the outlook is becoming more hopeful as a 
result of new discoveries of ore reserves and sizeable 
‘Smelting capacities for copper, zinc, lead and nickel 
Scheduled to be commissioned during the Fifth Plan 
period. Machinery and Equipment is anouier üeld 
Where there is considerable unutilised capacity. Fuller 
use of this capacity as also of that proposed to be 
created during the Fifth Plan period could yield sub- 
stantial results by way of both import substituiion and 
export promotion, Тһе envisaged expansion of ferti- 
liser capacity is expected, by the terminal year of the 
Fifth Plan, to bring down imports much below the pre- 
sent level, despite a large expansion in domestic use. In 
the case of both POL and metals, fiscal and regulatory 
devices. have to be used effectively to restrain inessen- 
tial and: wasteful consumption and to shift the users, 
wherever possible, from imported to home produced 
materials, 


6.32. Other promising areas of import substitution 
are : chemicals, pharmaceuticals and drugs, newsprint, 
vegetable oils and animal fats, raw cashewnuts, raw 
Wool and wood pulp. We are well on the way to- 
wards self-sufficiency in raw cotton, including long- 
staple varieties., The outlook is fairly optimistic. also 
in respect ‘of natural rubber. Bes 


6:33. The import substitution contemplated for the 
Fifth Plan is selective and not ‘indiscriminate. In the 
past, the cost of domestic manufactures has some- 
times been. inordinately high compared to the landed 
items. In such cases import substitution 
е; its significance. In the Fifth Plan the 
main thrust of import substitution has to be in the 
fields in which the Country is favourably placed for 
production at -reasonable Costs allowing for, where 
Justified, à promotional phase. In the past, in several 
cases, an industry initially nurtured through policies of 
import substitution has in due course acquired a level 
of efficiency that enabled it to grow into an export- 
industry. Import substitution policies for the Fifth 
Plan:-must have this’ perspective. This requires fhat 
the cost and quality of domestic Production must. re- 
ceive as much attention as its quantum. 


Services 


6.34: The balance under Services has been esti- 
mated at. a modest net surplus of Rs. 94 
is made up of the following items: 


crores. This ` 
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4: Projected Net Receipts from Services (ші 
Table j the Fifth Plan period ring 


e (Rs. crores) 
services feceipts. payments 7 747 
receipts 
: (0) а) (2) 
ju 1. foreign travel 215 115 10 
2. transportation 700 485 25 
3. insurance . E 80 102 m 
4. government not includ- 1 
ed elsewhere 90 125 (әз 
5. miscellaneous  . 251 415 Cle 
6. total 1336 1242 94 


Details are given in Annexure V. 


Tourism 


6.35. The tain efort in respect of services is to be 
directed towards two fields : shipping and tourism, 
The Fifth Plan envisages a subsiantial programme 
concerning hotel, transport and other facilities 10 
attract foreign tourists. At the same time steps аш 
being taken to prevent diversion of tourism earnings 
into unofficial channels. For instance, it has been 
decided that foreigners staying in the Indian hotels 
would pay their bills in foreign currencies. It is ex 
pected that the receipts from foreign tourists will grow 
from an estimated Rs. 34 crores in 1973-74 to Rs. 49 
crores in 1978-79, an average annual rate of growth 
of 7.5 per cent. Over the same period, the foreign 
travel payments have been projected to grow from 
Rs. 20 crores in 1973-74 to Rs, 25 crores in 1978-79. 
The total net receipts from foreign travel have been 
estimated at Rs. 100 crores for the Fifth Plan period. 
If leakages of foreign exchange in respect of foreign 


tourists could: be effectively plugged, this estimate 
might be exceeded by a substantial margin, 
Transportation 

6.36. The gross: receipts’ from transportation? im 


clude (i) surplus fare and freight collections remitted 
by Indian shipping and airline companies operating 
abroad, (ii) expenses of foreign shipping and airlim 
сошрапев operating in India and (ii) estimated 
foreign element on exports. Gross payments on this 
account include the same items in reverse. The subs 
tantial surplus of Rs, 215 crores estimated under 
transportation is largely a matter of presentation. Й 
arises from the fact that imports are recorded on cif 
basis while exports are recorded on f.o.b. basis. Thus 
the freight paid on imports gets merged with them and | 
does not figure in the Payments under transportation. 
The net receipts from transportation thus get inflated 
at the expense of a larger deficit in balance of trade. 


6.37. The gross receipts from trans tion. have 
been estimated to grow. from Rs. 130 po in 
и Re 154 по їп 1978-79, showing a 

nual Tate of growth of 5.1 per cent. The 
total for the Fifth Plan has been Б шге а, 
Rs. 700 crores, The 51055 payments have been pro. 
Jected to grow from Rs. 87 crores in 1973-74 t0. 
Rs; 105 crores іп 1978-79,” making à total ol. 
Rs. 485 ‘crores for the five year period. The net 


receipts for the Fifth Plan eri і еп 65: 
timated at Rs. 215 crores, i ve thus beenii 


638. In the Fifth Plan, shipping has been ac- 
corded a high priority. The total mercantile fleet is 
expected to grow from 4.8 million tonnes GRT in 
1973-74 to 8.6 million tonnes GRT in 1978-79. At 
{де same time, facilities are to be developed for ser- 
vicing ships in India. If the Fifth Plan programmes 
for shipping and dock facilities materialise, it cculd 
be confidently expected that the projected net receipt 
from foreign transportation would be substantially 
exceeded. 


Transfers 


6.39. Gross receipts on private account comprise 
mainly remittances of savings, family maintenance, 
migrant transfers, personal gifts and receipts for 
religious and charitable organisations. These ^ have 
been projected to grow from an estimated Rs. 80 
cores in 1973-74 to Rs. 91 crores in 1978-79, 
making a total of Rs, 431 crores for the Fifth Plan 
period. The much smaller reverse flow under this 


item has been estimated to _ increase from Rs. 13 
crores in 1973-74 to Rs. 15 crores in 1978-79, 
adding up to a total of Rs. 70 crores. The net 
receipts on private account have thus been projected 


at Rs. 361 crores for the Fifth Plan period. There is 
still a considerable leakage of private transfers into 
unoflicial channels. The net receipts under this item 
could be improved substantially by effective measures 
against leakages. 

6.40. The official transfer payments comprising 
payments to international institutions, payment of 
pensions etc. have been estimated at Rs. 35 crores 
for the Fifth Plan period. Grants from foreign gov- 
ernments and international institutions should figure 
às receipts under this item. But those have been ex- 
duded from this head, and included under gross ex- 


ternal assistance. 
6.41. Taking the private and official transfers to- 
gether, the net receipts under transfers have ` been 
- estimated at Rs. 326 crores. 
Investment Income 
6.42. Receipts comprise earnings оп official 


holdings and remittance home of 
profits and dividends on Indian investment abroad. 
The payments have two elements : (i) interest com- 
ponent of foreign debt service payments and (ii) 
remittance abroad of profits and dividends on foreign 
investment in India. Receipts have been projected at 
slightly below the 1973-74 level of Rs. 34 crores. 
The total for the five year period has been estimated 
at Rs. 165 crores. The interest component of debt 
service payments has been estimated at slightly below 
the current level of around Rs. 190 crores. This 
reflects the progressive softening of terms at which 
external assistance has been available in recent years. 
The total for the five years has been estimated at 
Rs. 911 crores. The other investment income pay- 
ments have been projected to grow from Rs. 72 crores 
in 1973-74 to Rs. 87 crores in 1978-79, making a 
total of Rs. 385 crores in the five year period. The 


total payments add up to Rs. 1,296 crores against the 
total receipts of Rs. 


foreign exchange 


165 crores. This gives a net 
adverse balance of Rs. 1,131 crores under investment 
income. 
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Capital Account 


6.43. Under private capital, against a total receipt 
of Rs. 84 crores over the five year period, the outgo 
has been projected at Rs. 170 crores. There is thus 
an estimated net outgo of Rs. 86 crores. This does 
not take into account re-investment of profits earned 
in India as this involves no foreign exchange receipts. 
Nor does it include, for the same reason, non-cash 
investment. 


6.44. The net outgo of Rs. 45 crores under the 
official capital account represents the likely payment 
in gold to the IMF on account of the quinquennial 
revision of quotas. It has been assumed that there 
will be no increase in the contribution to the Inter- 
national Bank of Reconstruction and Development 
and to the Asian Development Bank. 


6.45. The net assistance to foreign countries, in- 
cluding both loans and grants, has been projected at 
Rs. 300 crores. The capital repayment portion of 
debt service has been estimated at Rs. 1,646 crores 
for the five year period. There is usually a lag bet- 
ween export shipments and the related foreign ex- 
change receipts. When the exports are growing, the 
total amount of this lag is likely to grow. The out- 
go оп this account has been estimated at 
Rs. 100 crores. Credit has been taken for Rs, 400 
crores of commercial credits: The repayments on 
these have been included under debt service рау- 
ments. 

6.46. The total deficit under capital account, ex- 
cluding fresh external assistance, adds up 10 
Rs. 1,777 crores. Together with the current account 
deficit of Rs. 2,231 crores, the total deficit works out to 
Rs. 4,008 crores. Thé gross foreign exchange 
required to meet the overall balance of payments gap 
has thus been estimated at Rs. 4,008 crores. 


6.47. The rationale of this order of external aid 
may be briefly stated as follows. If such items of 
output as can be rendered surplus by feasible curbs 
on domestic consumption were conyertible into ех- 
ports, at an unchanged set of prices, and if the out- 
put amenable to such curbs were large enough, the 
problem of balance of payments could be fully sub- 
sumed under that of overall financial resources for 
development. In such a situation rigorous enough 
curbs on domestic consumption would ensure a viable 
balance of payments. The problem facing the 
country, however, has been much more complex. М 
does not at present have enough of those products 
which can be sold abroad without too much difficulty. 
And the products which can be rendered surplus by 
curbs on domestic consumption are not always accept- 
able abroad at reasonable prices. For these reasons, a 
viable balance of payments cannot be achieved Бу 
just imposing curbs on domestic consumption alone, 
although some improvement can по doubt be made 
compared with the existing situation. The balance of 

ayments has an additional dimension precisely to 
the extent that the necessary surpluses have not only 
to be generated but also converted into foreign ех- 
change resources. To the extent that sales abroad 
fetch less than the domestic cost of exportable items, 
there exists a positive role for the inflow of foreign 
assistance, quite apart from the help that it can ren- 
der in augmenting the pool of resources available for 


investment. 


Exports during the Fourth Plan Period 


1972-73 


ANNEXURE | 


(Rs. crores) 


total 


item 1968-69 1969-70 1970-71 1971-72 cies) 1965 ne 
ER 0 ! @ OO Ф% © © 01 
ЕТЕНЕ TSO | RAS 148.3 1563 147.3 162 738.4 
2. jute manufactures . 218.0 206.6 190.4 265.3 250.0 240 1152.3 
3. coffee . 18.0 19.6 25.1 22.1 32.9 35 134.7 
4. tobacco unmanufactured 33.2 32.7 31.4 42.3 61.1 61 228.5 
5. oilcakes . “ . 49.5 41.5 55.4 40.2 74.8 30 261.9 
6. cashew kernels, . 60.9 57.4 52.1 61.3 68.8 75 314.6 | 
Te spices. КЕ „кууы 25.1 34.5 38.8 36.2 29.1 31 169.6 | 
8. raw cotton x 11.1 14.7 14.0 16.3 21,6 21 87.6 
9. fish and fish preparations 22.2 30.8 31.3 42.0 54.5 70 228.6 
10. зират . r 5 ^ 10.1 8.6 27.6 30.2 13.3 15 94.7 
11. iron ore 88.4 94.6 117.3 104.7 109.8 125 551.4 
12. coal 2.7 2.1 4.0 1.1 3.2 5 15.4 
13. mica and mica products 15.5 17.5 15.6 15.4 16.6 21 86.1 
14. cotton textiles—mill made 917,5 111.5 115.4 113.6 157.0 165 662.5 
15. handloom piece goods 5.0 7.3 7.8 10.0 16.5 25 66.6 
16. coir yarn and manufactures 13.9 13.4 13.0 13.4 14.3 15 69.1 
17. fabrics of man-made fibres 924 3.6 5:2, 7.4 9.5 10 35.7, 
18, leather and leather manufactures 72.1 81.5 72.2 90.8 174.5 150 569.0 
19. footwear б . ‚А 9.0 11.3 11.6 12.6 15 59.5 
20. chemical and allied products . 17.5 22.2 29.4 30.4 35.3 55 172.3 
21. rubber tyres and tubes 4.2 4.3 6.2 7.0 5:7 8 31.2 
22. engineering goods . 67.4 89.5 130.4 122.3 138.7 185 665.9 
23. iron and steel 74.5 77.2 67.2 9515 23.1 20 213.0 
24. handicrafts . TAM . (69.1) (73.3) (69.9) (81.7) (119,7) (125) (469.6) 
(i) pearls, precious Stones etc.. 47.4 42.8 42.8 51.5 77.9 80 295.0 
(ii) other handicrafts 21.7 30.5 27.1 30.2 41.8 45 174.6 
25. others . 212.1 235.4 255.9 261.1 371.0 316 1439.4 
26. total 1357.7 1413.3 1535.2 1608.2 1960.9 2000 


8517.6 | 
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ANNEXURE П 
Imports during the Fourth Plan Period — ^ 


< (Rs. crores) 
р fourth —— ONES total 5 
plan 1968-69 1969-70 1 970-71 1971-72 1972-77 upto balance 

item projections 1972-73 1-7 
(0) ME de v CER OPEN н c di. Сй 

| metals, ores and scrap . 3 А : Ы . 1,393.0 181.4 162.8 277.3 3499 3252 1115.2 277.8 


1 metal products, machinery and transport equipment! 2,928:0 527.4 403.2 404.0 482.7 513.2 1,803.1 1,124.9 


4, petroleum crude, products and lubricants 772.0 132.8 137.6 135.9 194.1 204.0 671.6 100.4 


4 fertilisers and raw materials for fertilisers 1,121.0 199.6 117.3 100.0 11.3 139.1 467.7 653.3 


. (3,516.0) (867.4) (761.2) (717.0) (686.5) (615.2) (2,779.9) (136.1) 


i others 3 
590.0 336.6 261.0 213.0 131.2 80.8 686.0 (—)96.0 


(i) cereal and cereal preparations . 


(il) cashew nuts (unprocessed) 186.0 31.4 27.6 29.4 271.9. .31.8 116.7 69.3 
(iii) crude rubber? қ ^ Ч Я 5 42.0 4.9 9.6 3.8 3.6 3.7 207 2152 
(iv) fibres О | jo GO ES (11.0) (126.7) (138.2) (114.6) (490.® (72.4) 
(а) raw cotton 420.0 90.2 82.8 98.8 113.4 90.9 385.9 34.1 
(b) raw wool 61.07 12 17:2 16.1 14.2 1.7 59.2 7.8 
(c) raw jute . 46.0 9.3 1.1 0.1 neg 1.1 24 43,7 
(d) others 30.0 11.1 10.0 11.7 10.6 10.9 43.2 (13.2 
fy) oil seeds Т EE q Sem UL ute Mcd 2 2226 
| (vi) animal and vegetable oils and fats . x .j 195.0 19.3 29.6 38.5 465 248 ШУ 23.0 
(vil) chemicals 601.0 (114.2) (97.2) (116.6) (129.6) (131.5) (474.9) (126.1) 
(a) chemical elements and compounds? 52.8 46.6 53.5 64.1 62.5 226.7 
8.9 7:1 9.2 8.4 9.1 33.8 


(b) dyeing, tanning and colouring materials 
17,54 “А8: 24.3 26.6 22.9 92.1 


35.0 25.2 29,46 30.5 37.0 1223 
50.0 10.4 12.5 12:3* 96. 9:29 44.3 Ero 
135.0 18.1 23.6 248 247 30.5, 113.6)... 21-4 
260 32.3 32.2 333 40.0 53.5 159.0 247.0 


(x i) miscellaneous and unclassified . E А 2 948.0 174.9 153.4 112.2 114.7 121.8 502.1 445.9 
9739.0 1908.6 1582.1 1634.2 1824.5 1796.7 6837.5 2892.5 


(total . t 5 ч : : > я 


=< + 


(c) medical and pharmaceutical products 
(d) others 
(viii) pulp and waste paper 

(ix) paper, paper board and newsprint 


(x) non-metallic mineral manufactures . 


1 Includes components and spare parts. 
? Includes synthetics and reclaimed rubber. 


3 Excludes urea containing more than 4555 ni been included under fertilisers. 


trogen which has 
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ANNEXURE Iii 


Export Projections for the Fifth Plan Period 


(Rs. crores) 
lim item EE 
1.tea . . . 
2. jute manufactures n 
3. coffee 
4. tobacco unmanufactured 
5. oilcakes 
6. cashew kernels 
7. spices 
8. raw cotton . 
9. fish and fish preparations 
10. sugar . 
11. iron оге w] 
12. coal . . . 
13. mica and mica products 
14. cotton textiles —mill made 1000 
15. handloom piece goods . \ 
16. coir yarn and manufactures 3 
17. fabrics of man-made fibres 
18. leather and leather manufactures | 
719. footwear à 105, 
20. chemical and allied products 3 
11. rubber tyres and tubes . 
22. engineering goods С 
23. iron and steel ы T 3 2 
24. handicrafts (90 
(i) pearls, precious stones etc. @ 
(ii) other handicrafts E 
25. others 1830. 
26; grand total 12580 


E ANNEXURE IV 
Import Projections for the Fifth Plan Period £ 


(Rs. crores) 


O T: „те == - 
item У x amount 
1. metals, oresand scrap . ; ^ > * - 5 2 7 > 5 ; ы B 5 EIE 5 1920 
2. metal products, machinery and transport equipment! l E Г 4 Ле 3 i E 5 27 Р i 4010 
3, petroleum crude, products and lubricants (POL) «4 tt 5 5 2 7 etnies o ta 3080 
4. fertilisers and raw materials for fertilisers k 4 ^ б м 5 E ATE : 5 5 5 7 1450 
Siothers. . ЕАИС И SIN ed iN ^ 3640 
6. total T v» rl 1 4 Д amor. Š 5 d 5 5 4 14100 
1Includes components and spare parts 
81 


+ 


Projection of Current Invisibles for the Fifth Plan Period 


receipts 


|. services 
(i) foreign travel 
(ii) transportation c 5 2 


(iii) insurance Я T С 2 


(iv) government not included elsewhere . 


(v) miscellaneous 


I. investment income ^ 3 2 
1. interest component of debt services. 
2. others . 5 2 2 


П. transfers . У ў ЎА М 


(i) private . 6 
(ii) official . Дд = 


V. total 


а) 


1335.5 
215.0 
700.0 
80.0 
89.5 
251.0 


165.0 


165.0 


431.0 
431.0 


1931.5 


ANNEXURE 


V 


(Rs. crores) 


payments net 
E @ 

1241.5 94. 
115.0 100. 
485.0 215; 
102,0 (-)2. 
124.5  (—)35. 
415.0 (—)164, 
1296.2 (—)1131. 
911.2 (—)11. 
385.0 (—)220 
105.0 326 
70.0 361. 
35.0 (—)35. 
2642.7 (—)711. 
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Chapter 7 


Development Outlays 


| Size of the Plan and Pattern of Outlay > © m a 872710 ў 


Аһ ошау оГ Rs. 53,411 crores is envisaged for the (ix) Jabour welfare, s Ху ее 
| fifth Five Year Plan. Of the pacer outlay 12 Q орооч А E = 25 me 

Rs. 37,250 crores is in respect of the public sector ке кїр : d 
Pan and Rs. 16,161 crores for the private sector. тант amas: o HU Гү ера ез 
jn the public sector Rs. 31,400 crores have been total 00710816774, 1372502 7100.0 77100:0 
povided for investment and Rs. 5,850 crores for the ; ; 55, = 
штеп! outlay. The total investment for the creation 4 кош ОД um me МИ p. lox: 

“tive асе p nergy, Space, cience ani echnology, ni 
Ше” 2 үзеге: M сты to R s. 47,561 crores: and Industrial Research, supply and Anthropological survey: 
ure 1 in icates the distribution of the public In addition, a provision of Rs. 614 crores for Science and 
md private sector outlays by major heads of deve- Technology is included in the respective sectors. 

hp ment. ?The sectoral outlays total upto Rs. 37382 crores. A reduction 
of Rs. 132 crores would be effected to keep the total at Rs. 

Public Sector Outlay 37250 ezoren or alternatively additional resources to this extent. 

М 4 would be found. 
72. As against the public sector outlay of Rs. 16,774 
| crores in the Fourth Plan, the Fifth Plan envisages 8-1 E 

ш amount of Rs. 37,250 crores. The sector-wise Fide Within the constraints of the overall resources 
break-down of this outlay is as follows : the sectoral distribution has been attempted in order 
í to optimise the use of these resources consistent 
(Rs. crores) with the varied. objectives in different sectors. 


Naturally, they do not always come upto the expecta- 


| head of development fourth fifth ercentage to А МЕн Еа 
х Р 5 tions of desirable levels of investment in individual 


plan plan total outlay 
sectors if they were to be considered in isolation. The 
тшш fifth overall guiding principles which were kept in mind 
E pin шрын were (1) the speedy completion r projec and ge. 
0 1 2 3 4 rammes already under way and 5 illing over from 
Р i) 28 Ls Sar the Fourth Plan period, (2) the fullest utilisation of 
lagicuture |.  . 3466 4730 capacities and potentials already created so that the 
Dirige E 2681 207 120.1 investments therein yield better returns, (3) the achiev- 
3 в 090 М.61,16.3 ment of the inescapable minimum targets of additional 
P POWER e TN Ие! { қ capacity in the core sectors оп which the accelerated 
4. Huren & manufactur- 237299 8939 22.2 24.0 pace of growth in the coming years would largely de- 
is pend and (4) the attainment of certain minimum levels 
5. consturction ^.  - 5% 25 A 0.1 of development for the economically weaker sections, 
6. transport & communi- 3887 715 23.2 19.2 especially the last three deciles of our population. 
cations. 
E ed ER E d d бр 74. Thus in the agricultural sector the thrust con- 
‚ housing and realestate 251 T 1.6 tinues towards proper land development and improved 
9. banking and insurance E 90 . 02 agricultural, horticultural and livestock practices, while 
0. public айтп. & defence 31 98 02 03 greater emphasis is being given to the special pro- 
11. other services . . 247) 5790 148 15.5 grammes meant for the drought prone areas, the smaller 
(i) education >- 853 126 54 4.6 farmer and agricultural labourer. In the irrigation and 
(ii) health Y 434 296 B power sectors, the stress is towards completion of the 
E i REM 4 Er spill-over projects and better utilisation of the otential 
Gi) family planning . 315 ИЕ already available. In the mining and manu acturing 
(iv) nutrition = — - i. dd oot ЧК Sector the effort continues to attach high priority to 
(v) urban development 529 543 32 1.5 the achivement of increased production in basic lines, 
(vi) water supply д 1022 2.8 particularly, steel, non-ferrous metals, fertilisers, mine- 
(vii) social welfare — . 229 0.6 ral oils, coal and machine building. At the same time 


(viii) welfare of back- 193 226 1.1 0.6 importance has been given to the manufacture and 
ward classes. supply of goods for mass consumption, as well as on 
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the village and small industries which have a signi- 
ficant role in providing gainful employment to large 
numbers of people. In addition to these, special 
emphasis has been placed in raising the living condi- 
tions of the depressed sections through provisions for 
the National Programme on Minimum Needs which 
includes a wide spectrum of programmes covering 
elementary education, drinking water, medical care in 
rural areas, nutrition, house sites for landless labour, 
rural roads, rural electrification and slum clearance. 
Special provisions have also been made for the hill, 
tribal and similar backward areas. 


7.5. Keeping intact these core investments and pro- 
grammes has necessarily meant modifications in the 
investments meant for some other sectors. But here 
again, the attempt has been to maintain provisions 
sufficient to consolidate and improve utilisation of in- 
vestments made and achievements realised and to 
confine the reductions largely to peripheral programmes 
so as to have the least bearing on important social 
objectives. 


7.6. The breakdown of the public sector outlays 
between Centre, States and Union territories is indi- 
cated in Annexure II. 


Private Sector Outlay 


7.7. As against the private sector outlay of Rs. 8,980 
crores contemplated in the Fourth Plan, the Fifth 
Plan envisages an amount of Rs. 16,161 crores, The 
Sector-wise breakdown of this outlay is as follows: 


Private Sector Investment in the Fifth Plan 


(Rs. crores) 

head of development invest- percen- 

ment tage to 

total 

(0) (1) (2) 
1. agriculture 2950 18.3 
2, irrigation 2% en 
3. power . j 4 ; ; 100 0.6 
4. mining and manufacturing — . 5 6250 38.6 
5. construction , Р : 75 0.5 
6. transport & communications , 1870 11.6 
7. trade & storage 1150 754 
8. housing and sites . К 3636 22.5 
9. banking and insurance . F 10 0.1 
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@) Я Q) 

10. public айтп. & defence ^ М 
11. other services 120 0.7 
(a) education $ > 100 0.6 

(b) science and technolog; t y» 

(c) health 20 0.1 
total 16161 100.0 


7.8. It will be noticed that the main sectors of 
private and co-operative investment will be those of 
Mining and Manufacturing, Housing, Agriculture and 
Transport. 


7.9. The total investment of Rs. 6,250 crores in 
the Mining and Manufacturing sector includes Rs. 5,200 
crores іп major and medium scale ventures and 
Rs. 1,050 crores in village and small scale industries, 
Even in the major and medium scale sectors substantial 
expansion of various lines is indicated, in which the 
private and co-operative sectors already have built up 
abase. In particular, a substantial part of the projected 
development in lines like cement, paper, textiles, light 
engineering, chemicals, drugs and pharmaceuticals is 
expected in the private sector. The co-operative sector 
has an important role to play in sugar, textiles and 
fertilisers, and substantial expansion of capacities in 
those lines have been planned in this sctor. In sugar, 
all additional capacity is contemplated only in the 
co-operative sector. 


7.10. The private and co-operative sectors have à 
predominent role in village and small scale industries, 
Where investment in these sectors is expected to be 
Rs. 1,050 crores as against Rs. 610 crores in the public 
Sector. A meaningful development of this investment 
can facilitate the creation of substantial employment 
opportunities, as well as give a fillip to the production. 
of articles of mass consumption. 


7.11. In the agricultural sector, private and 
co-operative investment will substantially strengthen 
the economic base of the cultivator, particularly, in 
the development of minor irrigation and marketing. 


. 7,12. The role of private and co-operative sector 
investment in housing and transport has importance 
not only in raising the standard of living of the conr | 
mon man, but also in providing rich sources of em- 
ployment opportunities, 
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ANNEXURE I 


Fifth Plan Oatlay and Investment Public and Private Sectors 
(Rs. crores) 


E— " 
КС head of development Қ” public sector private sector Public and private sector 
total current | invest- 9% distri- invest- % distri- total total % distri- 
outlay dev. out- ment bution of ment bution of invest- ошау Ginn of 
lay total out- invest- ment (14-5) total out- 
lay ment (3+5) lay 
(col. 1) (col. 5) (col. 8) 
o - 5 
ы. (0) E а) >) (3) (4) 6) (6) [0] (8) (9) 
1. agriculture . - Я 4730 1400 330 12.7 2950 18.26 6280 7680 14.38 
2 irrigation. З 5 é 268! 132 2549 7.26 Ж 42 2549 2681 5.02 
3, power e - c 6190 50 6140 16.25 100 0.62 6240 6290 11.78 
4, mining & manufacturing қ 8939 366 8573 24.00 6250 38.69 14823 15189 28.42 
5. construction 5 4 v 25 e 25 0.07 75 0.46 100 100 0.19 
| 6, transport & communications 7115 80 7035 19.24 1870 11.57 8905 8985 16,82 
7, trade & storage . 5 & 205 x 205 0.55 1150 7.12 1355 1355 2.54 
| 4. housing and sites . 600 6 594 1.61 3636 22.50 4230 4236 7.93 
9. banking and insurance . г 90 90 0.24 10 0.06 100 100 0.19 
10. public administration & de- 98 4 98 0.26. 2% E 98 98 0.18 
fence 
Il other services — í E 5790 3337 2453 15.55 120 0.74 2573 5910 11.17 
(i) education Я 1726 1290 436 4.65 100 0.62 536 1826 3.46 
(ii) health : 796 480 316 2.13 20 0.12 336 816 1.53 
(iii) family planning В р 516 415 41 1.38 B e 41 516 0.97 
(iv) nutrition 4 t $ 400 400 x. 1.07 Kd 2 25 400 0.75 
(v) urban development . 4 543 2 541 1.47 "T RA 541 543 1.03 
(vi) water supply - / f 1022 4 1018 2.75 in pe 1018 1022 1.95 
(vii) social welfare . М 229 229 z 0.61 229 0.43 
(viii) welfare of backward classes 226 226 » 0.60 BS e e 226 0.43 
(ix) labour welfare 57 31 26 0.15 Ts “i 26 57 0.10 
(x) miscellaneous . 2 215 200 75 0.74 = d 75 275 0.52 
D. science and technology! j 419 229 190 1.12 - iy 190. 7 ni: 
13. hill and tribalareas . Я 500 250 250 1.34 250 .95 


total: . 37250? 5850 31400 100.00 16161 100.00 47561 53411 100.00 


Ж = ation г i e Science and Technology. Council of Scientific and Industrial 
1Includes provision for the Deptts of Atomic n кеу, Sree Sein ове 1 of Scientia "Technology is 


Research, Supply and Anthropological Survey. 
inlcuded in the respective sectors. 


2The sectoral outlays total upto Rs, 37382 crores. A 


or a}teraatively a {ditional resourees to this extent would be found. 


reduction of Rs. 132 crores would be effected to keep the total at Rs 37250 crores 
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ANNEXURE П 


Distribution of Public Sector outlays centre, states 
and Union Territories 


(Rs. crores) 
heads of development centre states union total 
including terri- 
centrally tories 
sponsoied 
(0) а) (2) (3) (4) 
71 agriculture — . . 1946 277 67 4730 
2. irrigation . { 2 140 2515 26 2681 
3. power “ ? i 738 5343 109 6190 
4. mininz & manufactur- 8180 742 17 8939 
ing. 
5. construction { 2 25 eo an 25 
6. transport and communi- 5727 1297 97-71% 
cations, 
7. trade & storage Ё 194 п бм 205 
8. housing and real estate 237 338 25 600 
9. banking & insurance , 90 an a 90 
10. public administration 60 30 8 98 
& defence, 
11. other services, р 1953 3580 257 5790 
(i) education . А 484 1155 87 1726 
(ii) health . " В 253 517 26 796 
(iii) family planning . 516 iA te 516 
(iv) nutrition  . 2 70 330 es 400 
(v) urban development 252 272 19 543 
(vi) water supply à 16 924 82 1022 
(vii) social welfare — . 200 26 3 229 
(viii) welfare of back- 55 167 4 226 
ward classes 
(ix) labour welfare — . 15 38 4 57 
(x) miscellaneous У 92 151 32 275 
12. science and tech- 419 T 4 419 
nology! 
13. hill and tribal areas . b 500 25 500 
total: . 5 - 1957] 17073 600: 372503 


Includes provision for the Deptts of Atomic Ener з 
Space, Science and Technology, 'Council of Scientfic 
and Industrial _ Research, Supply _ and Anthropological 
Survey. In addition, a provision of Rs. 614 crores for 
Science and Technology is included in the respective sectors. 

*?Tentative, ; 

3 The sectoral outlays total upto Rs. 37382 crores. A reductio, 
of Rs, 132 crores would be effected to keep the total 3; 


Rs.37250 crores or alternatively additional resources to this 
extent would be found. 


LowiNG from the directive principles of -the 
Constitution, social justice has, from the start, 


been a basic objective of development planning. 
Every plan has set forth a strategy for the achieve- 
ment of this objective; there is, however, much that 
still remains to be done not only in terms of the 
creation of diversified and dispersed employment and 
income generating activities, but also in terms of the 
rovision of a minimum level of social consumption 
for different areas and sections of the community. 


82. An analysis of past experience has revealed 
that the approach to the provision of social consump- 
tion has so far failed to have the desired impact partly 
because the related programmes were not given a 
high priority particularly in relatively poorer States 
and partly because decisions regarding individual 
sectors were taken without any effort to bring about 
an integration of the facilities provided. The Na- 
tional Programme of Minimum Needs, as incorporat- 
ed in the Fifth Five Year Plan, therefore, envisages 
а frontal attack on this problem by attempting 10 
allocate adequate resources for social consumption for 
all areas, irrespective of the resource constraints of 
individual States. It aims to establish throughout the 
country a network of certain essential services on a 
coordinated and integrated basis, given certain pre- 
determined criteria of uniformity and equality. 


8.3. The first step in the formulation of the Mini- 
mum Needs Programme was to identify the priority 
areas of social consumption and to lay down for each 
of these a minimum norm for attainment by the end 
of the Fifth Plan period. Taking into account 
not only the broader consideration of assuring a mini- 
mum in terms of the overall quality of life, but also the 
tole played by various facilities in supporting the 
process of sustained economic development, it was 
decided that in the first instance, attention should be 
concentrated on the programmes related to elementary 
education, rural health, nutrition, drinking water, pro- 
vision of house sites, slum improvement, rural roads 
and rural electrification. For evolving the minimum 
norms, a detailed exercise was undertaken to assess 
the disparities between different areas and also to 
determine what could possibly be accomplished in a 
span of five years within the limitations of organisa- 
tional, material and manpower resources. The content 
of the National Minimum Needs Programme thus 
evolved, is as follows : 


of facilities for elementary 
children upto the age of 14 
possible places to their 


(i) The provision 
education for 
at the nearest 
homes; 
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National Programme of Minimum Needs 


- (ii) ensuring in all areas a minimum uniform 
availability of public health facilities, which 
would include preventive medicine, family 
lanning, nutrition and the detection of 
early morbidity and adequate arrangements 
for referring serious cases to an appropriate 
higher echelon ; 
supplying drinking water to 
from chronic scarcity or 
sources of water ; 


(iv) provision of all-weather roads to all villages 
having а population of 1500 persons or 
more; this minimum limit being conceived 
of as for a cluster of villages in the case of 
hilly, tribal and coastal areas ; 


villages suffering 
having unsafe 


(ш) 


(v) provision of developed home sites for land- 
less labour in rural areas ; 
(vi) carrying out environmental improvement 


of slums; and 


(vii) ensuring the spread of electrification to 
cover approximately 30-40 per cent of the 
rural population. 


84. It is anticipated that the integrated planning . 
and careful implementation of the above programme 
will go а long way in establishing a healthy environ- 
ment for well-being and growth and also create a 
feeling of participation in national development 
among all sections of society. 


8.5. Ап important 
gramme is that it 
ous schemes included in 


feature of this 

envisages that the vari- 
it should be viewed 25 
integral parts of a package of. facilities. This im- 
plies that the villages where ary Health Centres 
or schools are located would also be provided with 
water supply arrangements, electricity, and link roads. 
To ensure this, it will be necessary that arrangements 
are made for detailed planning at the district level 
for bringing about physical convergence of different 
facilities at specific points, some of which would later 
become the growth centres for the establishment of 
economic services and the setting up of agro-process- 
ing and other village and small industries. 


pro- 


8.6. Under the Minimum Needs Programme, public 
resources are proposed to be allocated only for those 
items which cannot be procured through local initiative 
and participation. It is expected that the implemen- 
tation of this programme, which would bring palpable 
benefits to the hitherto neglected areas, will become 
a focal point for public participation. 


8.7. In the Fifth Plan an outlay of Rs. 2803 crores 
(excluding Rs. 249.52 crores provided for support 


| 


го ammes under elementary education and Rs. 400 
E provided for Rural Electrification under Rural 
Electrification Corporation) has been allocated for the 
items covered by the National Programme of Minimum 
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Needs, against an estimated Rs. 1060 crores provideg 
for corresponding programmes in the Fourth Буг 
Year Plan. The item-wise details are given below; 


(Rs. crores) 


item expenditure іп outlay in the remarks 
the fourth plan fifth plan 
(0) ; 4) Y Q) / @) ee ae 
n elementary THREE 225.88 451.511 1This is in addition to Rs. 249.52 crores (ог 
2, rural health . 22.79 291.47 support programmes under Elementary Education, 
3. nutrition — 1.38 530.203 3Including CARE assistance in the form of food 
4. rural water supply 165.11 554.00 mainly for mid-day meal programme. 
5. rural roads 206.28 498.00 
6. house sites for landless 4.46 107.95 
7. slum improvement 6.91 94.63 
8. rural electrification 427.11 276.032 2This із in addition to Rs. 400 crores under Rural 
Electrification Corporation. 
79. total 1059.92 2803.79: — 4Excluding outlays for union Territories. 


While State-wise outlays have already been determined 
on the basis of detailed discussions with State Govern- 
ments, it is expected that further details about the 
distribution of outlays for each item between various 
areas will be worked out at the State level in order to 
ensure that these areas which are relatively backward 
in relation to specific facilities receive a larger share 
of the available resources. Іп this connection, it is 
proposed to lay down procedures which would provide 
adequate flexibility in relation to norms to ensure the 
integration of various facilities created through the 
Minimum Needs Programme with related development 
in the normal sectoral programmes under State Plans as 
also to deal with cases in which it is found that some 
disadyantaged sections of the population living in 

culiar physico-geographical conditions would not be 
able to take advantage of the programme under the 
existing criteria. It 15 also assumed that in order to 
ensure that the Minimum Needs Programme is exe- 
cuted with greatest possible efficiency, steps would be 
taken to work out the material requirements for each 
item and tie up the supplies well in advance; according 
to a carefully phased programme of implementation. 
The following paragraphs give а brief description of 
approaches and principles laid down in relation to indi- 
et items of the National Programme of Minimum 

eeds. 


Elementary Education 


8.8. In view of various factors including the cons- 
traint of resources it has not been possible to achieve 
the Constitutional Directive of providing free and com- 
pulsory education to children upto the age of 14 within 
the period stipulated in the Constitution. At the end 
of the Fourth Plan, educational facilities will be avail- 
able for about 84 per cent of the children in the age 


group 6—11 and 36 per cent in the age group 11—14, 
The overall position bx the country as a whole, how- 
ever, does not present the correct picture, since it 
does not reflect the wide disparities in the. availability 
of educational facilities and levels of enrolment between 
States and within States between different areas. The 
position is particularly serious in relation to the enrol- 
ment of girls for a variety of reasons such as poor avail- 
ability of women teachers, social prejudice against 
sending girls to mixed schools, etc. In the Fifth Plan, 
the objective is to cover 97 per cent of the children 
in the age group 6—11 and 47 per cent in the age 
group 11—14. This is Берен to be achieved by 
the provision of a primary school within a walking dis- 
tance ie. 1.5 k.m. in the case of primary schools and 
5 K.ms in the case of middle schools and also the 
organisation of ancillary facilities like construction of 
additional class rooms, opening of Ashram Schools for 
Tribal children, supply of free text books, arrange- 


ment of mid-day meals to the needy and improvement 
of supervision. 


8.9. In addition to making provisions for achieving 
of elementary education 
Programme, it would be 


teachers, for Strengthening of the arrangements of 
administration and improvement of 


Science education, development of some of the exist- 


Rural Health Programme 


310. Taking into consideration ће disparities in 
[е availability of facilities for public health, preven- 
Fire medicine, medical treatment, family planning, 
| ic. between the rural and the urban areas and the 
fow pace of the establishment of Primary Health 


[ias been envisaged that the National Programme -of 
| Minimum Needs would aim at the achievement of 
| с following specific objectives : 


(a) Establishment of one Primary Health Centre 
for each Community Development Block; 


(b) establishment of one sub-Centre for every 
10,000 of population; 


(c) making up of deficiency in buildings includ- 
ing residential quarters of the existing 
Primary Health Centres and sub-Centres ; 


(d) provision of drugs at the scale of Rs. 12,000 
per annum for each Primary Health Centre 
and Rs. 2,000 per annum for each sub- 
Centre ; and 

(е) upgradation of one in every 4 Primary 
Health Centres to Ше status of 30-bed 
rural hospital with specialised services in 
surgery, medicine, obstetrics, gynaecology 
and anaesthesia. 


| As a result of the provisions made for the pro- 
| gammes described above, it is expected that by the 
Jed of the. Fifth Five Year Plan, besides making up 
deficiencies in buildings, staff, equipment and drugs 
and sub-Centres, additional 
heilities to the extent of 101 Primary Health Centres, 
036 sub-Centres and 1293 rural hospitals will be 


8.11. In order to counteract the possibilities of 
Permanent impairment of physical and mental facul- 
1 deficiencies, it 15 pro- 


lies on account of. nutritional A ‹ 
Posed to attack the problem of malnutrition at its 
of pregnant women and 
lactating mothers and pre-school children of weaker 
Sections through an integrated programme of supple- 


| tional education. 
objective, it is proposed to set up a supply Sy 
| nutrition feeding, appropriately integrated with heal 
and family planning plans. 


812. During the Fifth. Five Year Plan, concen- 
trated attention will be given to 


Sections. 
provided to the С 
300 days, provision would 
meals to be served in school 


_ Within the resources allocated, it po 
to cover about 11 million additional beneficiaries in 


3, РС/73--7. 


hildren in the pre-school stage for 
mid-day 


| Centres and Sub-Centres during the earlier Plans, it — 


the Fifth Plan, provided that a flexible and innova- 
tive approach is adopted in the production of required | 
feeding material out of processed, blended and local 
ingredients and outlays under Minimum Needs are 
utilised only for the cost of feeding material and not 
for transport and administrative charges which are 
expected to be borne by the States out of their 
normal non-Plan resources. The provision shown 
for Nutrition Programmes in para 8.7 is inclusive 
of CARE assistance which is expected to be of the 
order of Rs. 200 crores for the Fifth Five Year Plan 
in the form of food mainly for mid-day meal pro- 
gramme, 


Rural Water Supply 


8.13. The objective of this programme is to еп- 
sure drinking water to villages suffering from chronic 
scarcity or having to rely upon unsafe sources of 
water. Keeping in view the overall financial con- 
straints, it has been decided that in the Fifth Five 
Year Plan, the programmes ` should attempt, in the 
first instance, to deal with villages falling in the fol- 
lowing categories : 


(i) Those which do not have an assured source 
of drinking water within a reasonable dis- 
tance (say 1.6 Km); 


\ 

(i) those where the sources of water supply 
are endemic to water borne diseases like 
cholera and guinea worms; ОГ 


(iii) those which suffer from excess of salinity, 
iron or fluorides. 


While formulating specific water supply programmes/ 
projects, preference would b 1 
bited by weaker sections of society such as tribals, 
scheduled castes and other backward classes. 


8.14. Out of 5.76 lakh villages їп the country, 
about 1.52 lakh are in problem areas of which nearly 
36,000 are expected to be provided with adequate 
water supply facilities during the Fourth Plan period. 
It is expected that with the allocation of Rs. 554 
crores. under the Minimum Needs Programme for 
rural water supply, it would be possible to cover 
most of the remaining villages on the basis of the 
priorities indicated above. 


8.15. In the implementation of the rural water 
supply programme, the approach would be to for- 
mulate schemes for water supply by tubewells or open 
wells on the basis of the identification of ground 
water resources in the vicinity of problem villages. 

is, i ition to utilising such hydro-geological 

is readily available, it would be necessary to 

take up time-bound programmes for investigation on 
a priority basis. 

D 


Rural Roads 


8.16. The problem of Rural Roads has a special 
importance from the point of view of economic 
integration of the rural areas with the adminstrative, 


| 


marketing and processing centres and has, there- 
fore, been accorded a pride of place in the National 
Programme of Minimum Needs. The objective in 
the Fifth Plan is the linking up of villages with a 
population of 1500 or in the hilly, coastal or tribal 
areas where the population is relatively more dis- 
persed, with a cluster of villages having a рорша- 
tion of 1500 or more with a village road. „Keeping 
in view the administrative, technical, material and 
financial constraints, the programme has been for- 
mulated on the basis of the following principles and 
priorities : 

(i) The alignment of roads would be  deter- 
mined in a manner which would link up 
largest number of villages with the mini- 
mum of road length ; 


(ii) the specifications for rural roads would 
conform to the recommendations of the 
Committee of Chief Engineers and the cost 
would be kept within the parameters laid 
down by this Committee ; 


(iii) the cost of land and earth-work would be 
contributed by the communities likely to 
benefit from the construction of rural 
roads ; 


(iv) except in special circumstances, where the 
outlay for Minimum Needs may be utilised 
for the upgradation of existing kutcha tracks, 
all improvements and upgrading of existing 
roads will be — provided for through the 
integration of the Minimum Needs Pro- 
gramme with the general programme of 
rural development in the State Plan; 


(у) only the expenditure on culverts, drainage 
works would be charged on the Minimum 
Needs Programme; cost of construction of 
minor and major bridges will be debited 
io general programme for rural develop- 
ment under the State Plan ; and 


(vi) priority will be given in the allocation of 
Iesources out of the overall outlay for Mini- 
mum Needs programme for covering hilly, 
coastal and tribal areas; | 


As а result of the implementation of the Minimum 
Needs Programme for rural roads, it is anticipated 
that the road length under the category of rural roads 
will increase by 70,000— 80,000 Kms. during the 
Fifth Plan period. 


House-Sites for Landless Labour in Rural Areas 


8.17. During the Fourth Five Year Plan, from 
1972-73 onwards, a scheme was introduced under 
which financial assistance was given to the States for 
provision of house-sites with an area of 91 Sq. metres 
to cover, where necessary, the cost of acquisition and 
development of house sites. This scheme is being conti- 
nued in the Fifth Plan under the National Programme of 
Minimum Needs, with a provision of Rs. 108 Crores 
with a view to providing nearly four million house 
sites during the Plan period. The number of Sites 
available would in fact substantially increase if action 


is taken by the States to enforce and, where песе. 
sary, enable legislation conferring home-stead rights 
to landless labour on the existing sites. The physica) 
content of the programme can also Бе considerably 
augmented if the programme is linked with the meagy. 
res for land reforms and the consolidation of holdin 

by laying down that the provision of house sites would 
be treated as a first charge on the surplus land that 
might become available as a result of these measures, 


8.18. Even though the overall parameters of the 
programme have been laid down, considerable work 
will have to be initiated by the States immediately 
to assess the size of the problem of the non-availg. 
bility of house sites and also to identify the reasons 
why this category of the population has not been able 
to acquire rights on the present sites of their dwellings, 


Environmental Improvements in Slum Areas 


8.19. To provide the minimum conditions for health 
to the various sections of the urban population, a 
scheme for environmental improvement in slum areas | 
was introduced in the Fourth Plan 


8.20. This programme is being continued as @ 
Minimum Needs Programme in the Fifth Plan 
15 being extended to all towns with a population of 
lakhs and above and at least in one town in suc 
States which do not have a town of this size. A provi- 
Sion of nearly Rs. 13 crores is being made for this pur- 
pose with the objective of covering of slums within: 
Such towns. 


Rural Electrification 


8.21. The importance of rural electrification for the 
Socio-economic development of rural areas has been 
widely recognised and several States have made à 
significant progress in this respect during the Fourth 
Five Year Plan period. By the end of the Fourth Five 
Year Plan, it is expected that on an overall basis, 
40 per cent of the rural population in the States 
have been covered by rural electrification. While, 00 
the whole, the progress in this respect has been con- 
siderable, ‘there are wide variations in the coverage 
between different States. It has, therefore, been envis- 
aged that rural electrification should be taken up 8$ 
ап essential component of the Minimum Needs Pro- 
gramme in order to supplement the resources of the 
us and pare tue by the end of the Fifth ип | 
3 per cent of the rural i E 
covered with this facility, лш 


| 322. The broad principles for the formulation of 
[к programme for Rural Electrification and the 
cation of resources 10 States are as follows : 


(a) Only those States which will not have reach- 
ed the coverage of 40 per cent by the end of 
the Fourth Plan would normally be eligible 
for allocation under the Minimum Needs 
Programme. In exceptional cases, however, 
some provision is being made under this 
programme to enable the States to provide 
adequately for the tribal and backward 
pockets which have been left behind in this 
respect, even when their average coverage 
has reached the level of 30-40 per cent. 


(b) Financial provisions will be made in this 
programme only to the extent of enabling 
such States to reach the minimum national 
level of coverage fixed at 30-40 per cent. 


In the allocation of funds provided under the 
i for Rural Elecrtification, 
priority would be given to those areas and districts 
which are relatively more backward in this respect. 


823. For the implementation of the programme of 
Rural Electrification an attempt would be made to 
(ше priority in the matter of rural electrification to 
[ге at which the convergence of educational, health 
ad communication facilities has been planned and 
which arc, therefore, likely to become the focal point 
Hor the development of marketing and other econome 
"üvities. In this connection, special attention would 
|le paid to the integration of rural electrification 
‘hemes with the programmes 


backward pockets of tribal 
reas etc. will not be adequate in the light of the nor- 
nal criteria of financial viability. 
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8.25. As will be seen from the preceding рага- 
graphs, the National Programme of Minimum Needs 
sets forth unprecedented tasks for the various depart- 
ments of State Governments not only on account of 
the size of the effort involved but also because of its 
orientation in favour of the disadvantaged areas and 
sections of the community. , Moreover, the emphasis 
placed under this programme on the integrated plan- 
ning of various services and facilities with a view to 
bringing about their physical convergence also neces- 
sitates the adoption of new procedures for physical 
planning, decision-making and {һе delegation of respon- 
sibility. As a first step, therefore, towards the imple- 
mentation of the Minimum Needs Programme, it will 
be necessary to undertake a critical appraisal of the 
operational procedures and functional capabilities of 
the departmental agencies which would be responsible 
for the different components of this programme. Tt 
will also have to be examined as to whether, at the 
district level, where ultimately various programmes 
will have to be specially correlated and executed, ad- 
equate arrangements exist for the successful shoulder- 
ing of the assigned responsibilities. 


of many items of the Minimum 
Needs Programme, it has been anticipated that consi- 
derable contributions would be available from the 
local communities in terms of material, financial and 
labour inputs. The mobilisation of these resources will 
require not only a considerable effort for community 
organisation but also for the widespread participation 
of the people with regard to locational decisions. 


8.26. In respect 


8.27. While considerable decentralisation across the 
board is inherent in the implementation of the Mini- 
mum Needs Programme, the State departments of 
planning, will have to continue shouldering the ulti- 
mate responsibility of guiding, supervising and moni- 
toring the performance of district level agencies so as 
to ensure that the thrust of the programme is not 
diluted by procedural delays, Jack of inter-department 
coordination, poor planning, failures of the supply line 
and lapse or diversion of outlays. Similarly at the 
Central level, the Planning Commission as well as the 
Central Ministries will have to devise procedures and 
build up appropriate organisation for the follow-up 
of the implementation and the monitoring of the pro- 
gress in different States. 


Chapter 9 


Plan Implementation 


SECTION I 


N every Plan, the problems of implementation 
have been discussed and general remedies have 


also been suggested. Some of the basic weaknesses 
in the process of implementation have been identified 
from time to time. Thus the Administrative Reforms 
Commission, the National Commission on Agriculture, 
the Irrigation Commission and a large number of 
reports of Special Committees, task forces and evalua- 
tion studies have brought out in detail the structural, 
procedural and institutional weakness and suggested 
specific remedies. In spite of this, there has been no 
significant improvement in the levels of performance, 


9.2. It is proposed in this Chapter to make some 
departures from the past and, after stating what the 
general and specific problems of implementation are, to 
indicate in some detail what has been done during 
the Fourth Plan period and what is proposed during the 
Fifth Plan to improve the implementation process. 


9.3. The problems of implementation arise out of 
weaknesses at all levels of the implementing machinery 
starting with the Government departments at the Centre 
and the States, through to the various non-secretariat 
organisations, autonomous Corporations, Boards and 
other authorities down to the organisations in the field 
at the project, district or village level. 


9.4. Improving the apex implementation machinery 
of Government at the Centre and States is perhaps the 
most important of these tasks as it must spearhead 
the reform of the implementation process at lower 
levels. While the steps taken or proposed to overcome 
the problems of implementation of the Plan in the 
various sectors below the apex level tend to be specific 
to those sectors, the steps required in regard to the 
Government departments themselves are broadly the 
same regardless of which sector of the plan they are 
responsible for. 


Government Departments 


Statement of Objectives, Policies, Agencies and their 
Functions г 


9.6. Likewise, the Dolicies that are required t 
о b 
adopted to meet these targets need to be enunciated 


clearly and in good time. As Soon as possible, any 
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additions or modifications to agencies that may be re 
quired to execute the plan should be identified, their 
functions clearly specified, any inter-relationships of 
these agencies defined and the means to be adopted for | 
coordinating them should be spelt out. 


Organisational Structure of Government Department; 
and their Manning 


9.7. The development of the organisational frame. 
work has not kept pace with the increasing variety 
and complexity of the job that State and Central 
Governments have taken on. Rigid compartmentali- 
sation in fields which require a high degree of integrated 
multi-disciplinary activity, excessively wide or narrow 
spans of control, lack of clear lines of responsibility, 
inadequate delegation of authority, and improper rela- 
tionship and positioning of line and staff functions have 
all hindered plan implementation. 


9.8. Some of the steps that have been taken or 
are proposed at the level of the State and Central 
Governments аге: 


1. Commissions with a high degree of autonomy | 
һауе been set up for atomic energy, electro | 
nic and space and their chiefs invested 
concurrently with the status and power of 
Secretaries to Government. I 


2. A Boarl type-set up similar to the Кай 
Board has been provided for Posts & Tel 
graphs. j 

3. The Chairman of the Central Water & Рон 
Commission and the Director General 0 
the Indian Council of Agricultural Research 
have been given the status and powers 
Secretaries to Government in the Міпі | 
of Irrigation & Power and Agriculture 1] 
pectively. | 


them—is also the 
in the Ministry of l 

5. Specialists have been increasingly inducted into | 
the higher levels of secretariat administrationi 
to enable their effective participation i 
policy-making, programming for review 0 
implementation. 


9.9. As recommended by the Administrative Re} 
forms Commission, Internal Finance Advisers ра! 
been appointed in each Ministry/Department or 101% | 


up of Ministries /Departments making competent 
ial advice available internally to them. A revi- 
tion of the status of these officers to make them more 
fective is under examination. 


910, The follow ing steps are under implementation : 


As recommended by the Administrative Reforms 

Commission (ARC) important changes are being in- 

Hiroduced in the system of work in the central secretariat 

| fo secure 

— rational distribution of work within a ministry 
with manageable charges and unity of coń- 
mand at all levels 


— reduction in the mumber of levels of consi- 
deration 
— switch-over to the desk officer system 


— flexibility in ЧОЕ patterns to match the 
tasks to be perform 

— reduce noting to essential matters 

— introduce aids to efficiency like the functional 
file and card indices for important matters, 

| mechanisation and computerisation of com- 

plex reference/information systems. 


Steps Under Consideration 


9.11. The functions of non-secretariat organisations 
Such as the Director General of Health Services, which 
E 
(i) engaged primarily in developmental work, the 
ministry/department also doing the same 
(ii) advising the ministry/department on policy- 
making in regard to development program- 
mes 
(ій) planning, coordinating and reviewing such 
programmes 
(iv) providing feed-back of field experience for 
alerting ог modifying policy frequently to 
meet changing situations 
need to be integrated more fully with the concerned 
ministries/departments SO as to 


(i) enable the head of the non-secretariat orga- 
nisation to function more effectively as the 
principal adviser to government in his field 


Gi) permit him direct access to minister and 
secretary 
Gii) provide for a second check in the secretariat 
only in really important matters relating to 
— planning 
— long-term policy-making 
— personnel issues 
— financial issues 
| inter-departmental and inter-ministerial co- 
ordination. 


9.12. In addition several major organisational steps 
have been taken by Government to help implementation 
of Plan Projects such as the creation of 
the Public Investment Board and the Project Approval 
Board. The Project Appraisal Division and the Moni- 
toring and Evaluation Organisation have also been 
set up in the Planning Commission. 


9.13. Another of the organisational steps that have 
been taken by Government on the recommendations 
of the Action Committee on Public Enterprises is to 
set up a new body for selecting the Chief executives 
of public sector enterprises. А scientific system for 
selection, appraisal, training and career development 
for managers in public enterprises will be evolved and 
monitred by the new body referred to above. 
Next only to the need for good management, what 
public sector enterprises need is access to good con- 
sulimcy services. Proposals for restructuring and 
strengthening the Bureau of Public Enterprises to do 
this and other tasks is under the consideration of Gov- 
ernment. 


9.14. While the process of induction of technolo- 
gical and other functional skills into departments is 
vital and must be accelerated, the need for coordination 
of such skills within a department cannot be over 


given some exposure to problems they will be required 
fo deal with through a reorientation programme, if need 
be. To avoid expertise that is built up in this way 
from being lost, it would be necessary to have suitable 
career planning for such officers both at the Central 

.Men of proven ability only, irres- 
pective of their background, A ge to be {оч to 
the highest policy making leve overnment. 
What is most important to recognise is the fact that 
the various wings of the Government constitute parts 
of one organic whole and they should function in 
unison to become effective instruments for carrying 


out Government policies. 


Procedures 


9.15. The need for greater decentralisation of power 
and delegation of authority is again regularly com- 
mented on in previous Pian documents. Significant 
steps have, however, recently been taken in this 
regard. Substantially larger powers for expenditure 
have been delegated to Corporations and other auto- 
nomous bodies; for example SAIL has been autho- 
rised to undertake capital expenditure up to 10 crores 


without reference to Government. 


9.16. Authorities delegated to administrative minis- 
tries can be redelegated to subordinate authorities re- 
garding re-appropriating budget provisions, creating 
posts, incurring contingent and miscellaneous expendi: 
ture and writing off losses. 


9.17. The general approach being taken is that 
authority should be delegated to the maximum ossible 
extent rather than the minimum necessary. is also 


^ 
applies to delegation of powers from the Centre to 
5 States purto in such areas as National High- 
ways maintenance where the States can act as agencies 
of the Centre. 


9.18. Likewise, a number of other recommendations 
regarding restructuring the relationships between 
different agencies of Government and public sector 
undertakings with a view to speeding up procedures, 
giving the undertakings greater тере and ас- 
countability and still ensuring that Government. retains 
adequate checks and controls, are under examination. 


9.19. To summarise, of the 527 recommendations 
concerning the Centre made by the Administrative 
Reforms Commission, decisions have been. taken on 
nearly 400 and the remainder are under various stages 
of processing. Likewise the remaining 51 recom- 
mendations concerning the States are in various 
Stages of consideration and implementation. In addi- 
tion to these, several other steps that have been taken 
or are under consideration to improve organisational 
Structures and reduce, procedural delays. 


9.20. While a significant amount of work has been 
and is being done in restructuring departments of 
Government at the Centre and State and reducing pro- 
cedural delays much progress has yet to be made. 


9.21. An early start will be made by setting up 
monitoring and evaluation cells for each major industry 
in Central Departments of Government. Likewise, 
expertise will have to be built up or inducted in deve- 
loping and operating data banks, planning and pro- 
ject evaluation, ricing, licensing and other policy 
making and coordinating R & D. AII of these tasks are 
too complex to be left to one or two individuals and 
require multi-disciplinary Broups drawn from operating 
organisations, There is no doubt that these groups 
would add a little to governmental overheads but if 
they are carefully recruited and properly directed, their 
cost would be a negligible fraction of what they could 
save the country, Similar steps need to be taken by 
State Governments. 


Implementation of State Plans 


9.22. In so far as State Plans are Concerned, steps 
have been initiated to restructure the planning machi- 
nery with a view to bringing about substantial 
Improvements in Plan formulation and plan imple- 
montation. Broadly speaking, the changes would 
pertain firstly to the setting up of State Planning 
Boards/Commissions and Secondly to the augmenta- 
tion toe: re-organisation of the State Planning Depart- 
ments, 


review the progress 
mentation and suggest remedial measures and adjust- 
ments as and when found necessary. 
end, it has been suggested to the States that 
should constitute, 
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Industry, Irrigation, Power, etc., Steering Grou 
headed 1 by technical experts/economists who would, à. 
those capacities, be included as members of the рр 
ning Boards/Commissions. The Steering Groups ош. 
neccssarily be inter-disciplinary in character and would 
help the State Governments to bring a certain amount 
of independent, informed expertise to bear on the 

rocess of implementation. As many as 17 State 
ЕЎ already set up State Planning Boards/Commis. 
sions during the Fourth Plan period. Action is 4%, 
being taken regarding constitution of Steering Groups, 


9.24. The scheme adopted for the re-organisation 
of State Planning Departments envisages their restru. 
turing on a functional basis and the induction of ney 
technical skills into the planning mechanism, It is 
visualised that, in addition to units for Perspective 
Planning, Regional Planning, Plan coordination, Man- 
power Planning, etc., the Planning Departments would 
also establish special units for Monitoring Plan Infor. 
mation, Evaluation and Project Appraisal. In the 
States which have relatively large programmes of In- 
dustries, Irrigation, Agriculture & Power, etc., it may 
be necessary to supplement this effort with monitoring | 
and evaluation cells in the respective departments of 
the State Governments responsible for implementing 
these programmes. This has been dealt with in more 
detail in the section on “Monitoring & Evaluation” at 
the end of this Chapter. 


State Industrial Development Corporations (SIDCs) 


9.25. A significant proportion of the growth in 
industries is expected to come from the SIDCs. On. 
the whole their performance with a few exceptions 
has been poor. 


9.26. The efficient working of the State Industrial 
Development Corporations would guarantee quick and 
timely establishment of medium and large industries 
the States’ sector. A certain reorganisation ай 
Streamlining of their administrative and technical a 
paratus is called for. Persons with professional bad 
ground and knowledge of industry should invariably 
be selected to head these organisations. Оп the Boat 
of Directors, there should be technologists and met 
of experience. These Organisations should have back 
up arrangements with well-known consultancy firms 
to strengthen their capacities, They may also engage 
part-time consultants of high repute. The equity bas? 
of these organisations should aiso be strengthened $0 
that they may be able to obtain necessary institutioni 
finance to undertake a larger number of viable pro | 
jects. The procedural hurdles which slow down theif 
work, must be eliminated, 


Monitoring and Evaluation Systems 


9.27. As mentioned earlier, one of the weakest 
areas in the implementational framework is an ей 
tive сопсштелі monitoring and evaluation system ® 
every level where executive functions have to be per 
formed by Government or quasi-Government agencies 
autonomous Corporations or Boards, local authorities | 
panchayatiraj institutions etc. Unless effective system 
of this kind are introduced, remedial action canno, | 
be taken in time and delays, over-expenditure an 


tions are unavoidable. The specific 
are proposed to be intro- 


сей ate contained in Section Ш under “Monitoring 
& Evaluation." 

SECTION П 

of Industries, Minerals and Power 


(0 Implementation 
( Programmes 


929. The major problems of industrial production 
їп the first two or three years of the plan are going 
jo be firstly the inadequate availability of scarce mate- 
fals, such as, cement, coal and steel, services such 
в, transport and power, and secondly, industrial rela- 


tions. 


930. The key to the success of the plan will lie 
in ensuring that in the next two years existing projects 
i i d at full 


capacity 
in these industries in 
mented and commissione 


Scarce Resources 


9,31, In order to ensure that these key industries 
and services particularly existing projects and those 
nearing completion are not set back, an integrated 
ystem of priorities Will be worked out to see that all 
ich activities get preferential allocation of scarce 
sources both in the public and private sector. The 


je] Bank will be made more effective and any stock- 
ired to ensure 


ling of other materials that is require 
ntinuity of production will be carried out. 


ave to be imported for 
example, special steels, 
rangements for operat- 
g replenishable imprest import licences will be 
txtended to other industries in order to reduce pro- 


edural delays. 


Industrial Relations 


9.33. The approach to industrial relations has been 
covered in the policy framework of the Fifth Five 
Year Plan as well as in greater detail in the chapter 
on ‘Industries and Minerals’. This has relevance not 
only to public sector organisations but also to private 


sector enterprises. 


9.34. Several steps have been taken in both sectors 
to begin implementing this approach. In a number of 
orgenisations, the level of worker participation in the 
certain spheres of decision making is increasing. Shop 
| councils and similar bodies have been set up and 

communication systems have been improved. Incentive 
schemes linked with productivity are being introduced 
with increasing success. There is, however, a long 
Way to go and it is essential that the greatest attention 
Í be paid to the whole task of motivating and integrating 
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ШЕ bor сетива and ns it committed to 
g full to national o jectives by steppi 
up the tempo of these activities. 5 TA 


9.35. Legislation is being enacted ve shortly to 
help the growth of a healthy trade union E EOT ud 
minimise loss of production due to lockouts and strikes. 
While this will help, one of the factors which will 
contribute most to the development of good industrial 
relations is a competent top management assisted by 
experienced profesional personnel managers operating 
at Board down to unit level who can help catalyse 
the introduction of sound personnel policies. 


, 9.36. While the shortage of some resources and 
disturbed industrial relations are factors which affect 
all sectors, there are other problems which are speci- 
fic to the Corporate sector, both public and private, 
and the small scale sector. 


I. Corporate Sector 


(A) Public Sector Industries | 


9.37. The repercussion of shortfalls during the 
Fourth Plan on the performance of public sector 
enterprises, the major investors in core industries such 
as steel, fertilizers, no -ferrous metals, heavy engi: 
neering, has had an adverse impact not only on 
industrial production but also on allied service industries 
such as power and railways, on agriculture, on the 
creation of internal financial resources and on the 


balance of payments. 
9.38. The table below illustrates а few such 
failures to achieve targetted levels of production : 
Targeted estima- 
produc- ted pro- 
tion duction 
1973-74 1973-74 


PRU ee а 


ingot steel (million tonnes) . A 4 10.8 7,14 
copper (thousand tonnes) . 31.0 18.0 
nitrogenous fertilizers (million tonnes) 2.5 1.16 
zinc (thousand tonnes) с 10.0 28.0 


causes of the shortfall are a failure to 


The two 4 1 
in the creation of 


utilise installed capacity and delays 
new capacity. 

The steps proposed to improve implementation in 
ihe Fifth Plan are as follows : 


(i) Organisation, Structure and Manning 

9.39. Most of the enterprises operating in 
industries have been studied and steps to rationalise 
and strengthen the organisation structure һауе been 
or are being taken. The creation of a new body to 
select chief executives of public sector enterprises 
and institute scientific management and manpower 
recruitment and training systems will lead to an early 
solution to the current situation in which 22 senior 
osts of chief executives, full time directors and 
independent general managers аге vacant. Likewise 


the shortage of skilled tradesmen, shop-floor super- 
visors Will also be tackled on a systematic basis. 


(ü) Maintenance 


9.40. The low utilisation of capacity on account 
of maintenance will be overcome by several measures 
Such as the institution of a proper scheme of scheduled 
maintenance, integrated responsibility for maintenance 
and production in large departments of majcr under- 
takings, the creation of maintenance audit cells терог- 
ting to the general manager of. the plant, the provision 
of a replenishable imprest import licences for imported 
spares and components to avoid delays, the strength- 
ening of design and procurement organisations for 
indigenisation of components and spares and keeping 
complete assemblies ready to. reduce timè in carrying 
out repairs to equipment. While some of these steps 
will alleviate the current problems of inadequate 
inventories of critical and fast moving spares the 
blocking up of large amounts of capital on account of 
stocks of slow moving and obsolete Spares will be 
minimised, 


(iii) Project Preparation, Excution and Commissioning 


9.41. One of the major factors in delayed imple- 
mentation of new projects in the Fourth Plan was the 
lack of adequate project preparation at the time the 
Plan period began. The Position at the beginning of 
the Fifth Plan will be much better. The table below 
brings this ош: 

(Ев. crores) 


investment. on projects 


fourth % — fifth % 
plan plan 
(1-4-74) 
continuing projects 1690 2810 
New Projects 
(a) already sanctioned nil 59 1210 81 
(b) feasibility studies negili- 
prepared gible j 870) 
(с) preliminary inves- 800) 760) 
tigations made > 41 } 19 
(d) at proposal Stage . sat 410) 
total 2850 100 5050 100 


d is clear that in terms of 
ector projects, the position at the beginning of th 
Fifth Plan compares favourably with | that. at the 

begginning of {һе Fourth Plan, 

9.42. In addition it is intended that in contrast to 
the „Past a project manager will be identified before a 
project is approved. Further, when the Project has 
been approved, the project manager will be given the 
requisite authority and unified Tesponsibility for 
umely implementation of the Project within budgetted 
cost, 


Preparedness for Central 


9.43. Another source of poor 


э. ФАП project plannin 
execution is the fact that inve: |, сш 


Stment decisions are 
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currently taken on the basis of feasibility Studies 
which do not go into sufficient detail to enable the 
project to be evaluated properly. Steps for includin 
more information at this stage, but Something Jeg 
than the high degree of detail given in а detail pro. 
ject report, is being considered. 


9.44. It is worth mentioning at this Stage that 
particularly in the key industries it is essential that, 
beginning with the first year of the Plan, sufficient 
information on the projects to be continued, expanded 
or begun will need to be provided and that the full 
requirements of funds for cach year must be mad 
available on schedule, if the Fifth Plan targets are 
to be met. Priority will be given as mentioned ear. 
lier to maximum utilisation of installed capacity and 
timely completion of projects which will produce 
results in the first two or three years of the Plan, 


(iv) Standardisation of Equipment 


9.45. During the Fourth Plan some progress was 
made towards standardising capacities of plants eg, 
cement, fertilizers etc. but this was not carried through 
to standardising equipment. While there are limits 
to this depending on the technology used, a good deal 
of standardisation has been done in areas such a 
cement, thermal power plants, coal mining machinery, 
etc. — This will allow orders to be placed for long. 
delivery items, design engineering and construction 
costs and time schedules to be reduced and provision. 
of spares and training of Operators to become simpler, 
It is recognized that Standardisation must not be 
carried to the point where the advantages of scale and 
new technology are ignored leading to a permanent 
burden of high production costs. 


(v) Trends in Performance of Public Sector Units 


9.46. 


. Some indication that the position in re 
to public 


sector industries is improving can be gaug 
from the trend of financial results of these enterpris 
Whereas in 1971-72 the Overall loss incurred by 
public sector companies (excluding financia! insti 
tions like LIC) was Rs. 15 Crores, in 1972-73 a profit 
of Rs. 13 crores is expected and the rough forecast 
for 1973-74 despite shortages of power, steel, trans 
port etc. is even higher. ^ Even after allowing fot 
improvements due to price increases this trend. 
Suggests a significant improvement in capacity utilis: 
tion and efficiency, 4 


(B) Private Sector Industries 


‚9.47. Existing units 
within the ambit of the integrated system that has 


__ 9-48. In addition, approximate] 0 coe 
is expected to be the on eximately Rs. 4000 | 


(0 Selected industries 


- 949. While the comments on improving imple- 
mentation referred to above are generally applicable 
io all the major industries, there are a few of such a 
‘crucial nature to the success of the Fifth Plan that 
fhe steps taken ог proposed in order to be able to 
implement in the Fifth Plan period require some 
elaboration. 


() Coal 


9.50. The magnitude of the task of increasing the 
coal production to 135 million tonnes in 1978-79 
from the 1973-74 estimated output of 79 million 
fonnés will call for an unprecedented effort not only 
on the part of the producing agencies but also those 
agencies which will be involved in supplying inputs 
such as power and transport, particularly Railways, 
as well as equipment and explosives. 


9.51. A study of the organisational structure neces- 
sary for meeting the production required in the Fifth 
Plan has been undertaken. The development of non- 
| coking coal has been brought under the overall con- 
- trol of the Coal Mines Authority, while that of coking 
coal will be largely the responsibility of Bharat Coking 
Coal Limited. 


9.52. The need for selection, training and develop- 
ment of management at all levels has been recognised 
“and steps to this end are under way. Further, consi- 
dering the dimensions of capital expenditure which 
will have to be committed during the early years of 
the Plan, changes in the levels of delegation of autho- 
tity for financial expenditure and adequate procedural 
safeguards following from this are being examined. 


9.53. In planning additional production of coal, 

are has been taken to ensure proper linkages between 
ain coal consumers like power and steel plants 
‘and the specific mines which would meet these 
requirements. These have also properly been 
enmeshed with the Railway Plan. 


9.54. Since nationalised mines have numerous 
scattered loading points, new and resourceful methods 
will have to be adopted to ensure that coal movement 
takes place regularly and economically without invol- 
ving high cost permanent storing and handling 
installations. Power will also need to be allocated 
on a priority basis to the coal industry. 


9.55. Considerable planning has been done to 
identify the needs of equipment and to stendardise 
them. While this will facilitate local procurement, 
| due to pressure of time it may be necessary to import 
certain items of equipment if local deliveries do not 
| match with the schedule of requirements. Procedu- 

ral delays must be avoided in the issue and use of 
| 


import licences. 


9.56. Explosives are a crucial input to this indus- 
try and action will have to be taken to see that 
production of nitroglycerine based explosives 1s 

- expanded expeditiously. 


9.57. The nationalisation of the coal industry has 
made it possible to undertake restructuring and 
rationalisation of the mines into viable units. Action 
in this regard has already been initiated. 


9.58. Out of the production target of 135 million 
tonnes, а production of about 115 million tonnes is 
expected to arise from expansion, reconstruction and 
restructuring of existing mines. The balance of 20 
million tonnes would come from new mines, a subs- 
tantial number of which are expected to be open cast 
mines which can be put into operation in a relatively 
short time. \ 


Тһе anticipated increase in production during the 
Fifth Plan is of the order of 10 to 12 million tonnes 
every year. It is to be recognised that special efforts 
will have to be made in the mines which are under 
the control of the NCDC as they involve development 
of new mines as distinct from expansion of existing 
mines. 


(ii) Steel 


9,59. The capacity and production targets 
envisaged in the Fifth Plan for steel ingots are 15.15 
million tonnes and 12.77 million tonnes respectively. 
The required additional capacity will arise from the 
expansion of the Bhilai and the Bokaro Steel Plants. 
There has been considerable progress in both these 
projects and there is good assurance regarding. their 
completion well before the end of the Plan. 10 
reckoning the output target for 1978-79, the produc- 
tion build-up envisaged for both these plants is 
realistic. There is, therefore, every reason to expect 
that production targets will be achieved assuming that 
inputs such as power and transport are provided as 
required. In view of the experience in the Fourth 
Plan where irregularity of power supply has been a 
major constraint, ‘it has been decided to provide 
captive power generation facilities at both Bokaro 
and Bhilai. 


9.60. In order that power requirements of Durga- 
pur and Rourkela plants are met, steps are being 
taken to improve generation in the DVC and Talcher 
power stations and to extend the transmission lines 
from Balemela to Rourkela. Following a detailed 
study of the operation of the existing steel plants, 
action has been taken to introduce. technological 


improvements and provision of balancing equipment 


which would result in achieving optimum level of 
production within the next two to three years. 


9.61. In order to minimise problems of transport, 
sources of raw materials like iron ore, coking coal 
and limestone have been identified and linkages 
{ог transport to and from stecl plants have been 
worked out. With the formation of SAIL, with iron 
ore, coking coal and research and development as 
part of its ‘activities, coordination will improve. With 
these measures, a considerably improved utilisation 
of capacity from existing plants may be expected. 


(iii) Heavy Engineering 


9.62. One of the essential inputs for the develop- 
ment of core sector industries is the supply of heavy 


Tue: т T d 
engineering equipment. The anticipated  demani 
for such equipment in the Fifth Plan will make 
large demands on the present and planned machine 
building capacities. 


9.63. Unlike at the commencement of the Fourth 
Plan, the Fifth Plan begins with adequate orders on 
vnits manufacturing heavy electrical, metallurgical, 
chemical and mining equipment. The preparatory 
steps taken in the Fifth Plan has made it possible to 
plan advance orders for heavy equipment. This will 
enable the equipment manufacturers to plan produc- 
tion and to place advance orders for components in 
a rational and efficient manner. Further, conside- 
rable standardisation has taken place in the design of 
electrical, metallurgical and mining equipment. 


9.64. The problems of some of the major units in 

the public sector have been studied in detail. Action 
arising from these studies have resulted in organisa- 
tional and procedural changes. Steps have also been 
taken to improve industrial relations. As a result of 
this, noticeable improvements have already taken place 
in the operation of these units. In the case of heavy 
electrical equipment, substantial improvement in 
production has already been achieved; full utilisation 
Df capacity is expected to be reached by 1976-77. In 
he case of the Mining and Allied Machinery Corpo- 
ation also, production has shown significant improve- 
nent. With the orders for mining equipment 
ilready placed/expected to be placed on them, further 
mprovement in the utilisation of capacity can be 
zxpected. As regards the metallurgical and chemical 
equipment covered under the programmes of Heavy 
Engineering Corporation and Bharat Heavy Plates 
and Vessels, the trend in improvement in production 
will be strengthened with the better order position. 
Near full utilisation of capacity in these two under- 
takings is also expected to be achieved before the 
end of the Fifth Plan period. Certain other steps, 
such as, provision of a bank of components and raw 
materials, are also under consideration in order to 
facilitate better operation of these units. 


9.65. In the field of transport equipment, it is 
recognised that the need for public transport must be 
given considerable attention in this Plan. ІЁ is 
essential that apart from a more efficient utilisation 
of existing capacity for commercial vehicles in the 
private sector, the approved expansions are imple- 
mented expeditiously. ^ Further, a large expansion 
in an existing public sector vehicle manufacturing unit 
has been provided for in the Plan and is expected to 
be completed before the end of the Plan. 

9.66. In respect of the private sector machinery 
manufacturing units, orders have begun to flow in 
for equipment such as Sugar machinery, cement 
machinery, paper machinery, etc. Diversification of 
production within licensed capacity for production of 
industrial machinery has been permitted in order to 
mobilise fully the resources in this sector. 


9.67. With comfortable order books and the cor- 
rective actions already taken or under implementation 
in the weaker units of this industry, targets set for 
this industry in the Fifth Plan can be achieved. 
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(iv) Non-ferrous Metals 


.68. The production that is expected ty - 
шы at the end of the Fourth Plan as well ы 
the targets of production visualised by the end of 
Fifth Plan in respect of aluminium, copper and zinc 
are as below : 


——— 
metal unit production 
———— 
1973-74 1978-79 
anticipated target 
aluminium tonnes 190000 370000 
copper . . с ж 18000 45000 
zine... 2 А ” 28000 100000 


9.69. Ош of the additional production of 180,000 
tonnes of aluminium as much as 100,000 tonnes is 
expected to arise from the Korba Smelter in the 
public sector; this project is already under construc- 
tion. The balance of production will come from the 
fuller utilisation and expansion of existing units 
approved in the private sector. 


9.70. The Smelter capacity for copper that would 
be available at the very beginning of the Fifth Plan 
would be about 57,000 tonnes as compared with the 
targetted production of 45,000 tonnes of metal. Thus 
there would be no constraint in the availability of 
smelter capacity. 


9.71. The primary emphasis in the Fifth Plan is 
on development of adequate mining capacity to feed 
the smelters. . Steps have been taken to speed up 
mine development at Khetri and a number of new 
mines have been identified/taken up for development 
in the Fifth Plan. j 


9.72. In order to step up the production of zinc 
metal from 28,000 to 100,000 tonnes several new 
proposals have been made in the Fifth Plan. ТЕ 
capacity of the two existing smelters will be stepped 
up from 38,000 tonnes to 85,000 tonnes. Besides, 
two new smelters would be set up in the public 
Sector—one each at Vishakhapatnam апа Dariba 
Rajpura—with an aggregate capacity of 80,000 tonnes: 
These new capacities are expected to be available in 
the Fifth Plan itself. While the smelter at Vishakha- 
patnam would be based upon imported concentrates, 
the Dariba-Rajpura smelter would eventually be run 
on indigenous concentrates. The implementation 0 
the captive mines at Zawar as well as Dariba-Rajpur? 
has been already sanctioned. While the mine Сар 
city that would be available in the Zawar belt is €% 
pected to match the smelter capacity of 45,000 
tonnes/annum, the possibility of initially utilising Я 
capacity of Dariba-Rajpura smelter with importe 
concentrates has also been visualised. This is 2 
view of the likely long gestation period in the develop- 
ment of the mines. 


(0 Fertilizers 


9,73. Installed capacity for nitrogenous fertilizers 
atthe end of the Fourth Plan is expected to be 65% 
| of target and production is estimated at 45% of 
| target. — These shortfalls have partly been due to 
ddays їп investment decisions, partly to inadequate 
detailed project preparation at the commencement 
of the Fourth Plan, delays in tie-up foreign credits, 
ше of hitherto untried process schemes and equip- 
ment, inadequacy in project management responsi- 
bilities and slow pace of project implementation. 


9.74. The degree of preparedness to implement 
ww fertiliser projects on schedule in the Fifth Plan 
has improved significantly. Of the Fitth Plan 
nitrogen target of 6.0 million tonnes, existing plants 
and those under implementation will contribute 4.1 
million tonnes. Five new public sector plants will 
provide an additional capacity of 1.3 million tonnes 
and at least 0.6 million tonnes of new capacity is 
likely to materialise in the private sector. Aver- 
ше capacity utilisation is only 66% because 
several additional plants will be commissioned 
towards the end of the Plan and will take sometime 
to reach full capacity. Advance action would 
also be initiated Оп projects required — to 
be completed in the initial years of the Sixth Plan 
E In order to attract private investment in the 
ertiliser industry, review of current differentials in the 
p prices of various feedstocks and other incentives is 
under way. Foreign credit for the five public sector 
projects is expected to be finalised soon. The time 
expected for erecting and $ 
fertiliser plants in the Fifth Plan would improve to 
about 36 to 42 months as compared to the longer 
periods taken by several fertiliser projects established 
in the country. However, it 15 essential that unlike 
several public sector projects executed in the past, 
otal responsibility for implementation of the project 
n time and within budget 
single project manager. | imise 
and teething problems in future plants, it 1s intended 


undertake three of the new public sector plants. The 
prime engineering contractor for constructing and 

commissioning of these projects is already engaged 
| in preliminary work. The other two fertilizer plants 

will be a part of the Fertilizer Corporation of India. 


9.75. Corrective action is under way to remove 
bottlenecks which have limited production from 
some of the existing plants to approximately 60% 
of installed capacity in 1973-74. Among the steps 
being taken are (i) renovation and modernisation of 
facilities at Sindri, (ii) removal of design constraints 
at Trombay, (iii) overcoming of coke oven gas short- 
age at Rourkela, power shortage at Nangal and 
technical problems in the gasification plant at Neyveli 
by change-over to an alternative feedstock and (iv) a 
thorough review and identification of the persistant 
technical and operating difficulties, and equipment 
limitations at Durgapur and Cochin and remedial 
action to rectify problems. Аѕ а result of these 
Measures capacity utilisation in these fertilizer plants 
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is expected to improve progressively to 85% durin, 
the Fifth Plan period. Г i Е ч 


(vi) Ой Refining ; 


9,76. Installed refining capacity and throughput in 
1973-74 are estimated at approximately 85% of 
Fourth Plan targets. There has been a delay in com- 
pleting the 2.5 million tonnes Haldia refinery whic! 
was to have been commissioned by mid-1972, but 
will now be completed in the first quarter of 1974. 
Haldia has fallen behind schedule because of unexpect- 
ed problem of soil conditions, industrial unrest, delays 
in indigenous equipment delivery and absence of a 
unified project management. 


9.77. Koyali refinery which has been debottle- 
necked for a throughput of 4.3 million tonnes of 
crude, is currently operating at only 3.8 million tonnes 
due to a shortage of indigenous crude. However, 
capacity utilisation is expected to improve as more 
oil becomes available from the Gujarat oil fields 
during 1974-75 as a result of action taken by ONGC. 


9.78. Likewise, a shortage of indigenous crude 
has restricted Barauni refinery to a throughput of 2.8 
million tonnes of crude against a potential of 3.4 
million tonnes. Modifications аге currently under 
way to fully utilise capacity by processing increased 
quantities of imported crude by mid-1974. 


9.79. Three refinery projects with an aggregate 
capacity for processing 10 million tonnes of crude 
are under implementation and will be commissioned 
in the Fifth Plan. A feasibility study for another 
refinery has been prepared and with appropriate modi- 
fications it can be used as the basis of a further new 
coastal refinery. 


9.80. The Mathura refinery which is scheduled 
to be commissioned by the end of 1978 involves com- 
plex problems of project management and coordina- 
tion and will need to be closely monitored. The expan- 
sion of the Коуаі refinery and completion of 
Bongaigaon refinery is expected by the end of 1976. 
To meet the schedule for the commissioning of the 
Mathura refinery and Koyali expansion the off-shore 
terminal at Salaya and the Salaya-Koyali section of 
the crude oil pipeline should be completed by mid- 
B5 the extension of this pipeline to Mathura by 
mid-1978. 


(vii) Petrochemicals 


9.81. The petrochemical complexes at Baroda and 
Bongaigaon have lagged behind schedule and the 
expected output has not materialised. The Baroda 
project has been delayed due to changes in the owner- 
ship pattern of the downstream units and in the pro- 
duct-mix, time taken in selection and evaluation of 
process technologies and in arranging foreign credits 


as well as difficulties in procurement of construction 
materials. 


9.82. During the Fifth Plan the Baroda and 
Bongaigaon complexes will be completed expeditious- 
ly because all downstream units at Baroda have been 
sanctioned, foreign exchange tied-up and orders 

laced for long delivery items. In addition, an 
international firm with extensive experience in the 


construction of petrochemical projects has been 
appointed to advise on the supervision and coordina- 
tion of the complex task of synchronising the commis- 
sioning of the naphtha cracker with the various 
downstream units in the complex. For the 
Bongaigaon project the selection of process technolo- 
gies and foreign credits will have been firmed up 
before the beginning of the Fifth Plan. A separate 
company for managing the Bongaigaon complex is 
also expected to be set up by this time. 


(viii) Cement 


7.83. Cement production in the Fourth Plan has 
been 90% of target, the shortfall being due to a 
shortage of railway wagons for movement of coal and 
cement, power cuts and labour problems. 


9.84. Approximately 50% of the new cement 
capacity in the Fifth Plan is expected to be installed 
in the public sector. Of the six new plants of the 
Cement Corporation of India, five have already been 
sanctioned for implementation. А feasibility study 
for the sixth plant will be ready before the beginning 
of the Fifth Plan. Тһе Corporation has initiated 
action for ordering long delivery equipment which 
will expedite completion of projects. 


9.85. In order to promote private investment in 
the cement industry an appropriate pricing policy is 
under review and a decision will be forthcoming 
soon. A close watch will be kept on the private 
sector’s progress in implementing new capacity to 
ensure that serious shortfalls do not occur. Like- 
wise, progress of new capacity in the public sector will 
be closely monitored. Attention will be given to com- 
pressing construction schedules of new plants. This 
will require import of long delivery machinery compo- 
nents for which foreign exchange will be provided to the 
cement machinery industry. Action is also. being 
taken for standardisation of cement equipment. 


9.86. In order to relieve cement deficits in the 
сапу years of the Fifth Plan, increased production of 
slag cement is under active consideration. This will 
entail faster expansion/installation of slag granulation 
facilities at steel plants and utilisation of surplus 
grinding facilities at selected cement plants — Substi- 
tution of cement by alternative materials such as lime 
mortars will be introduced wherever feasible 


(ix) Paper 


9.87. Of the additional paper capacity of 400,000 
tonnes to be established in the Fifth Plan, four pro- 
jects of Hindustan Paper Corporation are expected 
to contribute 210,000 tonnes. One of these is al- 
teady under implementation, another has been 
approved in principle and feasibility reports for the 
remaining two are under examination. These pro- 
jects will be sanctioned by the beginning of the Fifth 
Plan and equipment orders placed expeditiously due 
to the long delivery schedules of indigenous manufac- 
turers. 


9.88. In the private sector a capacity of 160,000 
tonnes is under implementation, and letters of intent 


' existing letters of intent. 


have been issued for an additional capacity of 
800,000 tonnes. Certain problems regarding pricing 
and performance which have militated against the 
placement of orders for indigenous machinery haye 
been resolved. This should facilitate establishment 
of capacity in the private sector against some of the 


9.89. In respect of newsprint, besides the projects 
in operation or already approved in the public sector, 
letters of intent have been issued for approximately 
160,000 tonnes of capacity in the private sector. The 
pricing policy for newsprint is under review with the 
object of attracting fresh private investment in this 
industry in order to meet the gap between supply and 
demand in the Fifth Plan period. 


П, Power 


9.90. The. magnitude of the task of adding 16.54 
million KW over the Fifth Plan period, compared to 
past achievements, is a formidable task but on ас 
count of the following factors, is an achievable one: 


(a) All the schemes to be executed in the Fifth 
Plan period have been sanctioned and firm arrange- 
ments have been made for supply of plant and equip- 
ment to the projects. The public sector manufactur- 
ing units have taken advance action for obtaining 
castings and forgings, parts and components for en- 
suring uninterrupted manufacture and supply. These 
manufacturing units have already reached 65 to 80 
рег cent of their peak capacities and expect to reach 
their peak output in 1975. The gaps found in manu- 
facture and supply will be filled up from imports. 


(b) Thermal generating sets being produced in th 
country being of standard sizes, the layouts of ther: 
mal stations are proposed to be standardised with 
view to reduce designing & engineering time and als 
for quick assessment of steel requirements of each pr 
ject. 


(c) 10.7 million KW capacity would be added 
from spill-over schemes, many of which having been 
under construction since the Third Plan, and would he 
going into operation in the first half of the Fifti 
Plan. 9.42 million KW of additional capacity will. 
from thermal schemes which have shorter gestation 
period. Also, in respect of new thermal schemes, 6 | 
tension of existing stations is being preferred for 00%. 
taining quick benefits. Of the 6 new thermal schemes | 
involving 200 MW sets, only one unit of 200 MW i 
each scheme is expected to be in operation in the 
year of the Plan period. Construction time will, 
appreciably reduced with greater mechanisa- 
tion of civil engineering works and with | 
better erection tools and tackle. These will have i 
to be procured, where necessary, from abroad fof 
speedier implementation of the power programme, 
Supplies or scarce materials such as cement, ste 
and coal will be made available on a priority bas: 
Close monitoring of all the projects is proposed 10 * 
undertaken to ensure that construction and commis 
sioning of the projects proceeds according to schedule. 


(4) Financing of the projects on an adequate scale 
| jp each Annual Plan would perhaps be the most 
crucial part of the entire development effort. The pro- 
jects are mostly to be financed from State Plan re- 
sources which have their own local priorities, but the 
(шк of financing the generation, transmission . and 
rural electrification programmes on an adequate scale 
for bringing about coordinated development in the 
wer field should be given over-riding priority if the 
| industrial development of the country is to take place 
a planned. In the past, project costs have been heavily 
underestimated leading to large overruns and hence 
financing difficulties. Scrutiny of projects has now 
heen carried out more carefully and the problem will 
become less acute. 


(e) Each new thermal power plant has been tied 
up with а coal mine so that supply and transport links 
can be built up on a planned basis. 


(f) In order to improve utilisation of existing in- 
stalled capacity and to ensure that new projects are 
completed on cost and in time it is proposed to exa- 
mine the reorganisation of State Electricity Boards to 
ensure that specialised expertise in areas such as 
project planning and execution, maintenance and ope- 
ration, personnel management etc. is inducted in at 
sufficiently senior levels. 


(g) The power position over the Fifth Plan period 
will also depend upon the status of inter-State lines 
_ and integrated operation of the State systems on a 
regional basis from Regional Load Despatch Centres. 
Setting up of statutory Regional Electricity Boards 
under the Central Electricity Authority has been sug- 
gested in this connection. The Regional Boards would 
construct and operate (a) central generating stations, 
(b) inter-State lines and (c) Regional Load Despatch 
Centres, in each region. 


(h) At the Central level, the Central Electricity 
Authority is proposed to be made an effective and a 
full-time body and entrusted inter-alia with the parti- 
cular task of planning and designing the country's 
power programme and overseeing its effective imple- 
mentation. 


WI. Small Industries 


. 9.91. In the light of the deficiencies experienced in 
implementing the programmes for the development of 
the different small industries, certain concrete measu- 
res are to be taken for their timely implementation 
and monitoring. It is suggested that the all-India 
Boards for small industries including (һе Central 
Small Industries Development Organisation should 
get project reports prepared with the assistance of 
reputed consultants. These reports once prepared will 
be placed before a small Board similar to the PIB, 
comprising representatives of the Ministry of Finance, 
other Ministries concerned and the Planning Commis- 
sion so as to ensure formulation of proper schemes 


and speedier clearance. 
9.92, The Central Small Industries Development 


Organisation and other Boards will also set up moni- 
toring cells to appraise, evaluate and guide the pro- 
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grammes. The cells will utilise the services of selected 


Бы with proven field or job experience for specific 


9.93. Since the State Governments have а crucial 
role in the implementation of the programmes, it is 
suggested that teams comprising representatives of the 
Central Ministries and organisations concerned should 
undertake periodical visits to the States for ensuring 
timely implementation of the programmes. 


9.94. Absence of statistics and reliable information 
has been a major hurdle in reviewing and formulation 
of the programmes. It is proposed that well-directed 
census and survey operations should be initiated for 
determining the requirements of the materials, credit 
and other scarce inputs for small industries. 


9.95, Since the programme of ancillary develop- 
ment has to play an important role, a special com- 
mittee is proposed to be constituted to examine the 
scope for forming out parts and components by exist- 
ing and proposed units (both in public and private 
sector) and also to help establish a healthy commer- 
cial relation between the present firms and ancillary 


units. 


(b) Implementation of Agricultural Programmes 
Structure of the Machinery 


9.96. It is necessary that the agricultural set-up in 
the Centre be suitably strengthened in the areas where 
it is at present weak in order to ensure the imple- 
mentation of the Fifth Plan, The objectives of the Fifth 
Plan require a close and constant liasion between the 
Central organisation and the State organisation in the 
implementation of the programmes. The Centre’s role 
in planning and ensuring the various inputs becomes 
crucial because of the necessity both to utilise resour- 
ces to the best effect and also production 
level year after year. ini 
been organised with suitable 
work of liaison and follow up easy and decision mak- 
ing quick, some more streamlining is essential parti- 
cularly in the fields of animal husbandry, fisheries and 
forestry. In animal husbandry the various units dealing 
with cattle production, health and dairying 
should be brought together under one head so as to 
ensure the implementation of the massive milk pro- 
gramme envisaged through cross 
In fisheries the Inland Fisheries Unit 
ing at the top if the detailed production programmes 
in fresh water and brackish water is to be implemen- 
ted. In forestry the Central Division must have а 
suitable Commercial Forestry Planning Unit and an 
Industrial Planning Unit to work under a senior 
General of Forests. In the 
programmes relating to the important agricultural com- 
modities like cotton, jute, oilseeds, spice and tobacco. 


The Ministry 
administrative structure in 
where the technical heads of the Divisions also handle 
files and are responsible not only for 
advice but also for performance. It is important that 


the arrangement is not watered down in practice. 
These technical personnel are at present drawn from 
the field services, but it is desirable to make these 
posts tenure posts so that fresh blood from 
the field is inducted from time to time. In matters 
relating to important commodities and export-import, 
it is necessary to utilise the advice of a Secretaries 
Committee including the Secretaries of all the con- 
cerned Ministries to get quick decisions. 


9.97. The State departments need strengthening at 
various levels. Being technical departments, their effi- 
ciency depends upon the induction of technical exper- 
tise at various levels and also keeping every worker in 
the organisation up-to-date in his science. It is generally 
desirable that the agriculture, animal husbandry and 
fisheries hierarchies in the State are controlled from 
the field to the State level by the department. At the 
same time, a suitable coordination machinery will 
have to be built up at the district and block level to 
liaise with the sister departments and the local bodies 
for coordinated action in the field. Where Zilla Pari- 
shads have taken intensive interest in agriculture, it is 
desirable to utilise this powerful weapon to control the 
agricultural hierarchy in the district with technical 
supervision from the technical expertise at the State 
level. 


9.98. The extension organisations in the States are 
not strong enough in many cases for the intensive 
development work needed in the Fifth Plan. In the 
agricultural hierachy, a group of subject-matter speci- 
alists should be available at the block level and higher 
level of subject-matter specialists at the district level. 
These specialists at district level should include agri- 
cultural economists and farm management specialists. 
It is desirable that there is a graduate Extension Officer 
for every 10,000 of the rural population. 


9.99. The need for the Subject-matter Specialists at 
the block and district level will be very substantial. 
There is bound to be a scarcity of personnel at the 

_ beginning of the Fifth Plan. Steps should be taken to 
ensure that in the Area Development Programmes and 
areas where the development can be substantial and 
in programmes relating to small and marginal farmers 
and backward areas and scheduled tribes, the full 
complement of personnel is in position within the first 
two years of the Plan. In order to ease the situation 
and also to give an initial strength to the expert section 
of the State services, it is desirable that the Agricultural 
Universities and the I.C.A.R, spare high level technical 
personnel in the difficult disciplines both at the State 
and the district level from out of their faculty, selecting 
such personnel as have shown a flair for extension work 
and field contacts. The proposed inter-change on a 
tenure basis of the administrative personnel and the 
university personnel can very well start with this move- 
n from the universities and the LC.A.R. to the 
tates, 


9.100. Departmental hierarchies may be а 
handle the run of the mill projects aad Ox A 
with some amount of coordination with other concern- 
ed disciplines at district and block level. But, the area 
development programmes, introduced in the Fourth 
Plan and now intensified in the Fifth Plan, require a 
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coordinated working at all levels to — the Village — 
and of several disciplines like irrigation, agriculture, 
cooperation, soil conservation and institutions and 
organisations dealing with inputs like credit, fertilisers, 
pesticides etc. Experience in the Fourth Plan hag 
shown that mere coordination at the block level by the 
Block Development Officer does not answer the needs 
of the complicated programme. A programme of this 
nature is as complex as a large industrial enterprise, 
What is needed is an organisation which, whilst having 
the hierarchial frame for the technical and service 
disciplines in the structure, provides for the clos; 
working together of the disciplines at various levels 
upto the shop floor in a multi-disciplined programme, 
Such a structure сап be developed and maintained 
only by a single authority in control of the whole or- 
ganisation who has got the administrative and th? 
financial powers to order and to delegate authority. 
It is, therefore, proposed that in the area development 
schemes of the nature of Command Area Develop- 
ment, and Drought-prone Area schemes and any such 
similar schemes which may be worked in the tribal or 
backward areas, an Area Development Authority is 
constituted by the Government which has got admi- 
nistrative and financial powers duly seconded to it by 
Government and which controles the staff of all the 
disciplines which are important for the field pro- 
grammes. This authority must also be enabled to liaise 
at their level with the credit institutions and seek com- 
mitments and undertake risks. The Authority must 
also be able to employ agencies to perform the custom 
services required in the area or undertake such services 
themselves, Such an Authority can be invested with 
à corporate character. In the command area of the 53 
major irrigation projects taken for special development 
during the Fifth Plan and the drought prone area dis- 
tricts included in the Fifth Plan, the Authority must 
be constituted before the programme is launched in 
the area. As it is desirable to begin the programme аз 
early as possible, it is necessary that the Authority is 
created before the Ist April, 1974, and is in positioa 
when the Plan starts, 


9.101. The Fifth Plan will also give special im- 
portance to employment of specialists by the input 
suppliers like fertiliser companies, pesticides com: 
panies, etc. and credit agencies like banks, as a neces- 
ѕагу service for promotion of their merchandise. In 
addition, self-help will be promoted and agricultural 
Scientists encouraged to set up consultancies in rural 
areas along with. custom service centres. The Kaira 
District Cooperative Milk Union Limited has establish- 
ed that a farmers ‘cooperative organisation with good 
leadership can develop a vast production complex ia 
the agricultural sector and engage its own expertis? 
on a much more massive scale than any governmental 
department can do, This pattern will be sought to 
be replicated in milk programmes and other fields 
during the Fifth Plan. Such cooperative sector involve- 
ns i the шы Sector will act as a spur d 

lency оп the t 
hos y part of the governmen! 


, 9.102. At present, in several States, there is a Ыш- 
ring of responsibility between the State Departments 
of Agriculture and the State Agricultural Universities. 
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„the Fifth Plan, it is contemplated that the agri- but kept separate. The National Commissi i- 
fn al universities will concentrate on research, caer: ig recommended E crees de 
aching and extension education. The State directo- Specialists shall be brought into the regular cadres 
nies of agriculture will be concerned with technical and posted to administrative posts also according to 


ervices to the farmers, farmers’ training, general coor- seniority. This will give them the necess i i 

| айол and quality control over agricultural inputs. A to show better dk Finally, in а Е ie 
owing functional collaboration between the two sets Agriculture Department cadres have too few perma- 
dorganisations will be sought to be promoted through nent posts and too many temporary posts, thereby 
lurous measures. This will include exchange of per- creating an imbalance in cadres and also promotion 
omel at suitable levels between agricultural univer- prospects. This needs an early correction. 

[шев and State departments of agriculture, from time ` 

io time. Procedures 


9.105. One important field where the need for sub- 
Management stantial freedom of decision and action is necessary is 
: Жз! tlie area programmes of development which have been 

9.103, A weakness in the organisation has been the introduced in a big way in the Fifth Plan both to 


‘obsolescence of the knowledge of the field workers and maximise production and also to specially deal with 
фе need to bring them upto-date in their sciences so the improvement of the income levels of the lowest 
4 to be able to get the message of the new science deciles in the rural population, During the Fourth 
across to the farmers. This will need a large amount Plan, in the pilot schemes for small farmers and mar- 
of inservice training at all levels. The State will ginal farmers and the drought-prone areas, а Central 
organise suitable inservice training for the lower level Coordination Committee was formed which laid down 
rsonnel with the help of the agricultural universities. the frame work for the project. ‘The State was free 

e agricultural universities will organise the training to suggest deviations suited to particular local area 
for higher level personnel in consultation with the and many types of deviations were passed by the 
е Centre quickly. Even in formulating 


State department. The training has to be phased so Committee at th 
as to get every field worker duly trained before the the guidelines the implementing authority was given 
end of the Fifth Plan. Anyhow the staff that has to certain freedoms of action within limits. This Central 

і iculture and the Committee procedure will be strengthened with sui- 
growth programmes must be trained immediately on table State monitoring and reporting systems to соуег 
a priority basis, so that all such staff employed in the various Area development Programmes in the Fifth 


these programmes and areas are suitably oriented in Plan. 


qe Есе от 9.106. А serious defect noticed in the Fourth Plan 
‘Work muta completed in the first tWO years. For was that many of the schemes remained as paper 
the future, the agricultural universities will have to proposals for a long time and the process of working 
bring i ncreasingly into their curriculum quite an amount ош detailed contents of the programme was pomena 
f practical application of the sciences so that a student A ege Hoyo n n e ae rp Д m 
Ping a university is in a position to take an active ‘Sufficient detis 59 ї р 
rt Б the field programme. There are also many the direction was sometimes other than what was 
ew disci lines d Pre skilled manpower is short and contem lated. It was also found that in programmes 
identification of these sectors and a phased pro- pl S Neth Dus uel bep 
am : ectio 
gramme of training people for these vacancies should spelling Dottie the a Voeux and. Balances, 


be taken up. 


9.104. The Agricultural Extension Service is built і 
оп a base of a cadre of Village Level Workers. These grammes and also enumerating the checks and balan- 
ces and the supervision for these in some detail so that 


are the jacks of all trades serving the needs of all the | the 1 
disciplines at the grassroot level, The next level of our objectives are achieved. 


agricultural workers are the Agricultural Extension г Ж 
Ofücers. At present, the prospects in service of а 9.107. When in area programmes it 18 necessary to 
V.L.W. is very much limited and he has very little spell out even the individual beneficiaries as 1n small 

i drought-prone area 


i higher echelons in and marginal farmers schemes, 


chance for going up by merit to f 
gomg up ay opment schemes, it 


agriculture Or related services. For getting the benefit schemes ‘and command area devel 
out of this cadre, it is necessary to bring the V.L.Ws. is important to have the details for each year worked 
dealing with agriculture completely under the Agri- out in advance and the first year s details made ready 
culture Department and to ive them promotion pros- before the programme is set in motion. In every 
pects on the basis of merit and also opportunities to succeeding year, а SIX monthly review of progress 
better their technical expertise and, thereby, compete should be prepared and sent to the Planning Com- 
1551 tral Ministry of Agriculture. These 


to be found to give them romotion to higher levels а : 
in the gener a up in the field of agriculture. In the the Annual Plan discussions of the State the sectors 
past, the Subject-matter Specialists in the departments requiring accel: 
Were not absorbed in the regular administrative cadres corrected. 


Equipment A 


9.108. The State- Departments of Agriculture mam 
tain a large amount of machinery in the nature 0! 
pumps, sprayers, tractors, etc. for custom service in 
the field. In many States, these equipment have been 
passed on to the Agro-Industries Corporation except 
pumping sets and pest control equipment. It is desirable 
that heavy equipment like tractors, harvestors, etc, are 
managed by the Agro-Industries Corporation who can 
afford to have a competent maintenance organisation. 
In the case of pumps and pest control equipment, it 
is often found that much of the equipment is not readily 
available in case of emergencies because the mainte- 
nance is poor. It is necessary that the State Depart- 
ments ensure the proper maintenance of the pumps and 
pest control equipment, and for this purpose 
have an annual check before the field season and 
bring all equipment up to the mark. 


9.109. The other great deficiency noticed in the 
infrastructural facilities is the state of lift irrigation 
system in many States during the busy season. „For 
lack of strict check on the work of the subordinate 
staff in-charge of the tubewell or lift irrigation system, 
it is often found that when the demand is highest the 
equipment is declared out of order. Surprise checks 
along with punitive action has been found exceedingly 
useful in Uttar Pradesh. This procedure is commended. 
Further, it has been found that a lack of coordination 
between the working hours of the staff in-charge of 
the system and the hours of supply of electricity on 
the grid often leads to similar 
farmer. Every season, the Agriculture Department 
should, in consultation with the Electricity Department 
work out a schedule of pumping in the various sections 
and see that both observe the routine. The Agricultu- 
ral Production Commissioner or Development Com- 
missioner of the State should take this as an important 
item needing his attention, 


9.110, Lack of maintenance services in the rural 
areas has often put much of the farmers equipment 
out of action during the busy season. Here and there 
where there has been local response and a tradition 
of mechanical expertise in certain parts of the local 
population, enterprising State Directorates of Agricul- 
ture have trained the local people in maintenance of 
the machines used by the farmer and à custom service 
in maintenance has been built up. It is important that 
Such centres are built up wherever there is machinery 
in the rural areas so that the farmer does not have 
to go long distances and pay fancy prices for repair 
of his machinery. Encouragement of agro-service cen- 
tres as self-employment schemes is a 
but it has not been pushed sufficiently hard to cover 


the crucial areas of the country where there is a con- 
centration of machinery. 


a good spare parts service 
moving spares along with 
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lack of benefit to the · 


ice. This organisation must be similar to tha 
Vidi the automobile industry provides for its vehicles, 
The after-sale service must be competent and satisfao. 
tory. In addition, the States should ensure that the | 
companies which sell machinery to the farmers а 
maintain a reasonable spare parts organisation and 
maintenance organisation in the districts and also pro. 
vide training camps for the farmers who may bẹ 
willing to learn the art themselves. 


Agro-Economic Research Studies 


9.111. An Agricultural Plan ultimately depends оп 

the response that the administration is able to get out 
of the farmer for the priorities in the Plan and the 
objectives of the Plan. In fact, the Plan depends very 
much on the human motivation. It has been found | 
that similar programmes carried out in more or less 
similar physical environments in the country give | 
vastly different responses in the matter of productivity, - 
It has long been felt that there аге various socio- 
economic factors in the environment which bring about 
these changes in responses. This is a ficld of research 
which has not been probed, There are various other 
infrastructure problems which go far beyond agri- 
culture per-se and are not easily understood by agri- | 
cultural workers. In all these fields, some amount of 

research by knowledgeable groups has to be organised | 
and the agricultural planners kept informed of the 

variants and the possible methods to tackle them. In | 
the Fifth Plan, provision has been made for various 

micro studies in agricultural economics and sociology 

which provision will be used to probe these dark areas 

of our knowledge. 


(c) Implementation of Irrigation Programmes 


9.112. During the Fourth Plan period, the achieve” 
ment in relation to the major and medium irrigation 
projects did not reach the targetted level on account 
of : 


(1) slippage in construction schedules leading | 
the creation of additional irrigation potential 
of 3.3 million hectares against the anticipated) 
target of 4.8 million hectares ; 


(2) gap in the utilisation of the irrigation poten” 
tial and non-efficient use of land and 
available irrigation supplies; and 


(3) the execution of projects at a pace slower 
than the technical optimum level. 


.Some of the important factors leading to this 
Situation were : 


(a) lack of adequate investigations and  non- 
preparation of proper project reports, parti- 
cularly in respect of realistic cost estimates, 
time schedules for construction and the 
likely benefits to be derived ; 


(b) proliferation of projects under construction 
leading to a thin spread of financial, 
managerial and technical resources ; 


(c) the absence of overall planning and detet- 
mination of priorities with an eye 00! 
immediate as well as long term benefits ; 


non-availability о! construction material 
such as cement and steel in accordance with 
the programme of construction ; 


@ 


(c) unforeseen cost escalation occasioned by 
substantial increase in the cost of material. 
equipment, land and labour and also on 
account of changes in the scope of the 
projects ; and 


(f) the non-adoption of 
area development 
mands. 


measures for integrated 
of the irrigation com- 


9.113. Steps are thus clearly required to be taken 
0 remove the inadequacies and shortcomings which 
have, in the past, adversely affected the execution, 
‘operation and optimum utilisation of the irrigation 
potential of the projects throughout the country. 


Organisation 
9.114. In the case of Irrigation sector, steps have 
ilicady been taken to integrate more fully the func- 
tions of non-secretariat organisations with the 
Ministry/Department of Irrigation so as to ensure 
speedy action by avoiding duplication and fuller 
involvement of. the subordinate technical organisations. 
‘At the Central level, the Chairman, Vice-Chairman 
and the Members of the Central Water & Power 
Commission have recently been iven the status of 
ex-officio Secretary, Additional Secretary and Joint 
Secretaries respectively. They have dircct access to 
‘the Minister in technical matters and there is no 
second check in the Secretariat except in matters 
relating to international, inter-State апа important 
policy matters of direct economic bearing. At the 
tate level such integration of non-secretariat organi- 
tions with the concerned departments exists only in 

couple of States. Steps will have to be taken to 
extend this to the other States as well. 


| 9.115: Investigations of major and medium pro- 
jects are done by ad hoc project investigation circles 
who work under the general direction of a ief 
Engineer at the State level. The project investigation 
circles are usually disbanded as soon as the project 
report has been prepared. It is noticed that there is 
generally no expertise of a permanent nature deve- 
loped in the State in a regular project investigation 
organisation which can have continuity of approac 
and uniformity of parameters in producing à project 
report. During the construction phase, the major 
irrigation projects are in charge of a Chief Engineer. 
In the case of а project covering more than 
one State, there is a Control Board which comprises 
of representatives from the States concerned who are 
їп overall control of the project. Such Control 
Bozrds have also been formed for an intra-State 
Project of sufficient importance in some States. 


project report is examined 


9.116. The completed 
at the Centre 


by a Technical Advisory Committee t 
with the technical help of the CW.P.C The techni- 
cal head of the Irrigation Division in the Planning 
Commission is the Secretary to the Committee and 
thereby coordination has already been established in 
technical scrutiny between the Ministry, the C- Р.С. 


3 PC/73—8. 
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and the Planning Commission. The Mini 
Finance and the Ministry of Agriculture eH ‘ys 
represented on the Technical Advisory Committee 
so that all concerned are suitably coordinated in the 
decision making. This Committee examines broad 
planning, hydrology, availability of water resources 
water utilisation, inter-State aspects, financial and 
economic returns, eic. but does not go into details 
of design of individual components. After clearance 
by the Technical Advisory Committee, the Planning 
Commission clears the project from tne aspect of 
provision of funds in the Plan and general priorities 
during the Plan period. 


9.117. Noting the weakness in the investigation, 
the C.W.P.C. have recently issued comprehensive 
instructions to the States regarding the manner and 
scope of investigations that should be carried out for 
project preparation. In view of the obvious deficien- 
cies noted in the preparation of the details, it is now 
necessary for the C.W.P.C. to liaise with the States 
in the pending investigations and ensure that all con- 
cerned understand the need for the details required 
and try and ensure that the projects in future do not 
reflect the deficiencies that have been noticed so far. 


9.118. The Irrigation Commission has noticed that 
the utilisation of the irrigation potential has been 
slow and not so efficient because sometimes the re- 
quirements of modern agriculture have not been met 
and the command area development has not been 
planned at the time of the project preparation. he 
National Commission on Agriculture has further 
pursued this trend of thought and recommended that 
in every old project the modernisation of the project 
for modern agriculture should be carried out and 
command area development simultaneously planned. 
It has been recommended that ап organisation led 


by a senior engineer of the rank of а Project Бай 
oi 


neer with а team of Agronomists and 

Conservation Specialists should prepare а 

detailed project report for each | such pro- 
for the command arca development on 


This must now be done for every 
the country, where these defects per- 
In new projects it is obvious that the project 
rt cannot be taken as complete without a proper 
pro- 


per link up between the irrigation d the 
cropping contemplated in the command areas. Ins- 
tructions should now issue immediately to ensure that 

ertise is built into the project pre- 


the necessary €XP £ 
aring authorities and the project reports have, full 
details of th» above information before it 1% submitted 


to the Technical ‘Advisory Committee. 


sist. 


hon 


Management 

9.119. The Irrigation Commission has pointed out 
that for proper utilisation of the irrigation waters it 
is necessary that the Irrigation Engineers understand 
the problems of agriculture. The National Commis- 
sion on Agriculture has also pointed out that the agri- 
should also understand the roblems of 
the engineer in an t imposst- 


ble demands are yster 
The LC.A.R. had started an annual course for train- 


ing irrigation Engineers in agri Though this 


is a laudable enterprise, it only nibbles at the problem. 
It is now necessary that every State organises a com- 
bined course for Irrigation Engineers and agricultural 
experts who will be incharge of te irrigation com- 
mand, particularly the major and medium irrigation 
commands. This course should teach the implica- 
tions of irrigation in agriculture and its limitations 
and the need for proper planning of crop and irri- 
gation routine. Using the expertise developed by 
the LC.A.R., the Ministry of Agriculture, in consul- 
tation with C.W.P.C. can draw a curriculum to start 
this process of training. This curriculum сап he 
developed and improved, from time to time, on the 
basis of experience. It is necessary that all the en- 
gineers and the agricultural experts who will bc 
working in atleast 55 major irrigation projects. where 
intensive command area development will be done 
during the Fifth Plan be trained on a priority basis 
within the next year. 


Procedures 


9.120. In the past, it has been found that in a 
large number of projects the project estimates of ex- 
penditure were often serious under-estimates. То a 
large extent, this was due to a lack of detailed pro- 
ject formulations, designing of various components 
and estimating material and labour requirements in 
sufficient detail for a proper estimate of expenditure. 
This lack of precision in assessing requirements and 
also in-built under-estimation of requirements һаѕ 
led to too many projects haying been started without 
the sufficiency of finances to ensure completion within 
the phased time schedule. In the interest of both 
the State Finances and the Central Planning, it is 
necessary that before the Technical Advisory Сот- 
mittee gives a technical clearance to a project, the 
project is complete in all details. It is not desirable 
that items are passed оп a lumpsum basis. 


9.121. In view ef the lack of proper estimates in 
many of the projects now under implementation and 
many of the projects already having exceeded the 
project estimates by large percentages, the Planning 
Commission has issued orders that the States will be 
required to formulate the original as well as the re- 
vised project estimates within a Specified period. !n 
cases where the project reports are not so submitted 
and got approved within the stipulated period, the ex- 
penditure in respect of the unapproved projects would 
not be treated as Plan expenditure. 


, 9.122. Towards the end of the Fourth Plan period, 
it was considered desirable to bring in the command 
area development approach and also пу and set 
right various defects noticed in the construction pro- 
grammes of selected irrigation projects. For this 
purpose, a committee was set up at the Central level 
under the Chairmanship of the Member of the Plan- 
ning Commission in-charge of Agriculture and having 
on it the representatives of the Ministries of Авг 
culture, Irrigation and Power, Finance and the Cen- 
tral Water and Power Commission. The terms of 
reference of this Committee are: \ 


(i) to review construction programmes and pro- 
gress of execution of selected irrigation pro- 


L] 
jects for accelerating creation of irrigation 
potential; 


(ii) to indicate guidelines to the States for 
constitution of proper organisations for 
command area development; 


(iii) to consider general policy issues concerning 
agricultural development in the command 
areas; and 


(iv) to ensure that detailed project reports are 
prepared for individual command area and 
their implementation proceeds in accordance | 
with a time schedule. 


When the work of this Committee progressed, it was. 
found that the serious shortages developed in the 
supply of cement and steel posed a special problem 
for irrigation projects. It was also found that there 
was no detailed phasing of the construction of the 
projects and work was often taken up haphazardly 
within the allotted funds for the year, and thereby, 
return for expenditure was not consonant with the 
amount spent during the year. The Committee was 
asked to take up the work of planning, the supply | 
of cement and steel on a priority basis which it has 
done on an urgent basis for the y 1973-74. ` Itis 
now necessary that this Committee be also given the 
following further terms of reference: 


. (| 
(i) proper assessment of the phased require- 
ments of the materials for construction of 

the project, and 


(i) construction of the projects іп accordance 
with the phased programme which will give 
maximum benefits every year for the monty 
invested. 


9.123. The State Governments have also Бей 
asked to set up similar high level inter-department 
Committees presided over by the Chief Ministets 
and having as their Members all Ministers айй 
Secretaries to Government in the Departments 04 
Agriculture, Irrigation, Cooperation, Revenue, Finance 
and Planning. These Committees should be required 
to take action on the lines of the terms of reference 
of the Central Committee in respect of all the irti- 
gation projects in the States concerned. 


Programmes 


9.124. The lack of phased construction of a pro- 
ject noticed during the Fourth Plan is due mainly 
to lack of а detailed phasing of the pto 
ject іп preparation of the project itsel. 
Because of this initial lack of phasing in ! 
project, a situation develops where it becomes difi- 
cult later on to coordinate expenditure during a year 
to produce a definite result. For example, the tai 
end of a сапа! may have been started when even 
the foundations for head works of the canal system 
had not been planned. It is, therefore, necessary t at 
in every project report now under preparation, the 
project report not only gives the details of the items 
but alse includes a detailed phasing of the project i^ 


ше 50 that those responsible for planning and allo- 
lation of funds can, each year, link up the correct 
[де of the project with the expenditure that has to 
Е sanctioned. Мо doubt, occasional deviations 
during construction are found necessary, but these 
ould be minimised. If the investigation had been 
ficiently detailed in the beginning, such deviations 
[ү not be serious. In projects under execution, a 
hasing of the remaining parts of the projects should 
ІЗ immediately carried out and reported to the Cen- 
lal Coordination Committee so that some sort of 
irder is brought in, in the future working of the pro- 
jects. The annual plan discussions with the State 
should be availed of to check the progress of the 
major irrigation projects according to the phased 
of construction accepted. Апу deficien- 


programme 
Wes should be examined and it should be ensured 
that corrective action should be taken in time to bring 


the project upto schedule. The annual plan discus- 
sons will also consider the proposed phasing of the 
Annual Plan and, subject to availability of funds, 
consider how much of it can be sanctioned so as to 


lensure that maximum benefit accrues out of the 
expenditure during the year. For the discus- 
"sons of Ше Annual Plan, the Planning 
Commission should also utilise (һе: inspection 


reports of the major projects by officers of the Ministry 
of Irrigation and Power and the Planning Commission 
and get the deficiencies suitably corrected in the Plan. 


9.125. In order to ensure that proper and adequate 
attention is paid in regard to the integrated develop- 
ment and optimum utilisation of land and available 
irrigation supplies, inter-disciplinary authorities are рго- 
posed to be set up in commands of about 55 major 
projects. ‘These authorities will have direct line of 
command in so far as the Departments of Irrigation, 
Agriculture, Soil Conservation and Cocperation аге 
concerned. These authorities will also have effective 
delegation of powers and will thus be in @ position to 


implement. effectively the programmes entrusted 10 
‘them. Suitable structural changes are also indicated 
on of the 


in regard to the arrangements for executi 
major irrigation projects. 


| (d) Implementation of Health, Family Planning, 
| Nutrition and Social Welfare Programmes 


9.126. In the Fourth Five Year 
gramme of family planning assume 
tance and was accorded ihe highest priority. But 
it was soon realised that family planning d be 
more eflective and acceptable, if maternity < 
health services were to be integrated with it. 
wise it was felt that the organisational base for the 
nutrition feeding programme was inadequate and it 
would have to be integrated with other programmes 
for deriving maximum benefits. Experience In crga- 
nising services under health, nutrition and social welfare 
sectors on a fragmented basis during the early plan 
periods showed that it Was not an effective method. of 
carrying services to various target groups. Therefore, 
the integration of social services for rural communities, 
and particularly children an mothers has assumed 


urgency. 


9.127. The importance of an ade! i 

М 9 quate organisa- 
tional support for implementing an E E pro- 
gramme cannot be over emphasized. Two essential 
factors have to be considered in this direction: 


G) Implementation of an intergrated programme 


may require some modifications of the exist- 
ing machinery and procedures. 


(i) Its execution may involve cooperation о! 
several administrative departments and 
voluntary organisations both at the national 
and local levels. 


‚9.128. Besides, the performance of the various ser- 
vices on a functional basis which cuts across demogra- 
phic levels is both inevitable and desirable. Therefore, 
an over-all organizational umbrella is necessary to en- 
sure delivery system for services at all levels. То 
this effect, the organizational base at the various levels 
of the participating. departments in the package pro- 
gramme will be carefully examined to achieve fumc- 
tional and administrative integration. The present 
organizational pattern of the Primary Health Centre, 
its sub-structures and the functionaries at different 
levels will be reorganized to achieve organisational and 
functional integration for efficient delivery of services. 
The population coverage of the multi-purpose workers 
will be suitably reduced to enable them to establish 
intensive contact with the beneficiaries and to achieve, 
better integration. Further, inter-departmental co- 
ordination committees at village, block and district 
levels will be setup to help effective implementation. 
These committees will be composed of the represen- 
tatives from the Departments of Health, Education, 
Community Development, Planning, Social Welfare 
and Panchayati Raj Institutions, voluntary agencies 
and other organisations. ? 


9.129. The successful implementation of any pro- 
gramme of this nature will depend largely on the know- 
ledge, attitudes and commitment of the workers to- 
wards the objectives of these programmes at the field 
level. This could be achieved by adquate in-service 
training. The existing training institutions will Бе 
suitably reorganised and augmented 50. as to enable 


‚ them to undertake these new tasks. 


9,130. A mechanism for an effective coordination 
of the activities of the functionaries of health, nutrition 
and child care services, particularly at the village level 
will be evolved for ensuring the proper delivery of the 
package of services. The programmes/functions 'en- 
visaged at the village level are mainly supplementary 
nutrition for children of 0-6 years, pregnant and 
nursing mothers; mid-day meals for children of 
6-14 years; immunisation; health check-up; mainte- 
nance of records of children; nutrition education; and 
functional literacy for women of 14-35 years. While 
immunisation and health check-up would be the 
of the Auxiliary-nurse-midwife of the 
sub-centre, the other functions will be performed by 
theBalsevika appointed under the proposed integrated 
child care services programme. Besides the assistance 
of the helpers, the Balsevika would seek the coopera- 
tion of the Auxiliary-Nurse-Midwife and health workers 
of the Primary Health Centre, the school teachers and 


other local volunteers in carrying out her functions. 
Correspondingly at the block level the Primary Health 
Centre and the block agency have to collaborate at 
the administrative and supervisory levels for the 
successful implementation of the programme. The 
Child Welfare Project Officer under the over-all charge 
of the Block Development Officer will be responsible 
for the implementation of the integrated child care 
Services. Mowever, the Primary Health Centre will 
be responsible for ensuring the delivery of the health 
components (immunisation and health check-up). 
The block extension educator, the lady health visitor 
and the public health nurse would provide the neces- 
Sary support and supervision to the Auxiliary-Nurse- 
Midwife/Balsevika/Organizer at the feeding centre 
in the programmes of supplementary nutrition, nutri- 
tion education, functional literacy, etc. 


(e) Implementation of Т) ransport and Communicaticns 
А Pregrammes 


9,131. In order to ensure efficient execution of the 
developmental task in the field of transport duriag 
the Fifth Plan, the transport system has been viewed 
às à whole and the various parts of it have been fitted 
together in a manner such that they will supplement 
cach other. It is therefore absolutely essential that 
the implementation of the development programmes of 
the Railways, roads and road transport, inland water 
transport, coastal shipping, ports, shipping, off-shore 
terminals and pipelines are directed according to pre- 
determined and inter-related time schedules. 


9.132. As a first step, in the preparation of the 
Fifth Five Year Plan, we have attempted to obtain a 
clear idea of the quality and quantity of existing trans- 
port network and its utilisation. The preparation of an 
inventory of available facilities and of their conditions 
and utilisation is an important task. But statements of 
aggregate tonnage, tonne-kilo-metres or tonnes ori- 
ginating, without reference to the Specific routing of 
these movements, are not of much utility for transport 
planning and implementation purposes. Only when 
it сац, be specified that a certain amount of trafiic is 
likely to be carried over a particular segment of the 
system which had a certain Capacity, it is possible to 
have some meaningful inference, as a preliminary con- 
clusion, about the desirability ог otherwise 
of any measure to expand capacity or to 
improve the efliciency of transport . Usually, a 
limited number of commodities will consititute the great 
bulk of transportation task particularly оп the 
railways, coastal shipping and inland water trans- 
port. In designing of transport programmes, we 
have laid great stress on the movements of raw mate- 
rial inputs which are significant for transport. Simi- 
larly, for implementation of transport programmes, 
we are not interested in all outputs, but in only those 
which are primarily transport intensive, 


Railways 


9.133. Despite Stagnation in the total Originating 
trafic of the railways, difficulties in rail transport 
Were experienced for movement of major com- 
modities Such as coal, cement, foodgrains and ferti- 
lisers on certain sections and in certain areas during 
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the Fourth Five Year 


Plan. The past experience һа; 


underlined the need for closer and continuing consul- 
tation between the Railways and major users and cons d 
cerned Ministries with а view to identifying What are 
the problem areas and how best these could be tack]- 
ed. The Planning Commission, in Cooperation. with. 
other agencies, has to take an active part in evolving a 
coordinated approach. | 


9.134. The Railways will continue to have a ре 
dominant role in the country's transportation system 
during the Fifth Five Year Plan. The railway 
freight traffic during this period is expected to in 
crease from slightly above 200 million tonnes in | 
1973-74 to about 280—300 million tonnes by the 
end of the Fifth Five Year Plan. To enable the 


Railways to achieve 


this big task set for them in the 


Fifth Plan, it is necessary that Conditions are created 
under which they can operate efficiently. Тһе fol. 


lowing measures in 


(i) Train-load 


particular will be necessary: 


movement will have to be 


arranged in block rakes and necessary faci- 
lities will have to be provided at loading 
and unloading points and undue detention 
to wagons will have to Бе eliminated, 
It will be necessary for the main users of 
the railways such as steel plants and power 


houses to 


modernise their handling facili- 


ties to reduce detention of wagons. 


(i) A suitable 


programme for building dunips | 


and warehouses will have to be implement- 
ed so that railway movements can take 
place between principal points and from 
those points further distribution can be 
arranged by road transport etc. 


(iii) The line capacity works in crucial areas parti- 


cularly in c 


onnection with movement of coal 


from Bengal/Bihar coalfields will have to 
be implemented according to a time-bound 


schedule, 


9.135. In the field of Passenger transport, the 
railways’ capacities are Proposed to be built up parti- 


cularly to meet the 
through and limited 
Ween centres of ind 


rapidly increasing demand for 
Stops fast passenger service bet- 
ustry and population. The rail- 


way investment policies have to be geared up to take 


suitable measures to 


meet the requirements of this 


traffic and in Particular, to consider on a priority 
basis the improvements of passenger terminals in 
important metropolitan centres. It will be necessary 
to monitor these important projects closely. 


Ports and Shipping 


9.136. A number 
taken up during the 
ever, many of the p 
fant port program 
in sufficient detail. 


of new major projects were 
Fourth Five Year Plan. How- 
TOJect reports concerning impor- 
mes were not worked | ош 
A large number of projects con- 


ecks regarding smooth operation 
trade. There is a great need to 


stress on preparation of proper detailed project 
orts for port development programmes which 
vould include, among other thing’, technical feasibi- 
Ji, cost bencfit analysis and a proper time schedule 

implemcntation. PERT charts should be 
1 pared for the important projects and proper 
monitoring should ensure that implementation takes 
ces according to the time : zhedule laid іп the 
JERT charts. Арап from having monitoring cells 
п Ше major ports, the Ministry of Shipping and 
Mransport are already strengthening their monitoring 
] on the ports and shipping side so that the various 
aspects of the port programme can be consider- 
fd in greater detail and implementation of the plan 
becomes more purposeful. 


9,137. Where major port schemes are linked with 
ШК exports such as iron ore, the entire complex 
covering mining, inland transport, ete., has to be 
Wewed as a whole. Similarly, an integrated view 
of ihe requirements of off-shore terminals, acquisi- 
tion of appropriate tankers and adequate inland 
Wansport facilities has to be taken. It is envisag- 
ed that a coordinating cell in the Transport & Com- 
munications Division of the Planning Commission, 
When set up, should be able to coordinate some of 
these vital aspects so that the port development pro- 
gammes are properly integrated with inland trans- 
port facilities. 

9.138. With the increasing strain on the trunk 
toutes of the Indian Railways, we would — like to 
utilise coastal shipping more fully in the Fifth Plan 
than it has been possible in the past. A significant 
tecent development which is expected (0 offer new 
opportunities for coastal shipping is the development 
of Haldia as an ancillary to Calcutta port. Utilisa- 
lion of coastal shipping, to the extent possible, for 
long distance haulage of coal will help in the optimi- 
ation of the use of country's transport infrastructure. ` 
or this purpose, а coordinated approach will 
e necessary to see that adequate port facilities at 
e origin and destination along with requisite 
shipping tonnage for the coastal trade are available 
бс that a time-bound programme can be implement- 
td without dislocation. 


9.139. There is likely to be some shortfall in the 
larget of acquisition. of shipping tonnage in the 
Fourth Plan. This has been primarily due to the 
fact that all major international shipyards have been 
heavily booked in recent years and deliveries have 
(акеп longer time than was originally expected. It 
will be necessary in the Fifth Plan to ensure that 
orders are placed according to a well conceived time- 
table and, to the extent possible, best possible terms 
for acquisition of tonnage from foreign shipyards are 
contracted. There has also been considerable short- 
age in the indigenous ship-building programme, parti- 
cularly at Visakhapatnam shipyard. The main 
bottleneck has been non-availability of equipment, 
particularly cranes. Supply of critical equipment to 
these ship-building yards needs to be carefully tied 


up in the Fifth Plan. 


Roads and Road Transport 


9.140. The progress in the Central Roads Pro- 
gramme during the initial years of the Fourth Plan 


was considerably low compared to the physic: - 
gets and outlays abe the Po. Pe aan: 
factors responsible for slow progress were: lack of 
advance investigatory action for projects included in 
the Plan, organisational inadequacies, procedural 
delays, ^ shortage of essential material 
and equipment, particularly road rollers, lack of suit- 
able contractors in some areas and for certain types of 
work. These factors were identified at the time of 
Mid-term Appraisal and some measures were taken 
to accelerate progress, including streamlining of pro- 
cedures, greater delegation of powers to the States, 
strengthening of organisations, providing funds to 
States in advance for project preparation. It will be 
necessary to pay special attention to these factors in 
the Fifth Plan to ensure timely implementation of the 
road development programme. 


9.141. In the State Roads Programme, а sizeable 
provision for construction of village roads has been 
made under the Minimum Needs Programme. The 
outlay envisaged in the Fifth Plan for this programme 
is about Rs. 500 crores. In order to optimise the 
benefits from this programme and to ensure that the 
system of village roads is properly dovetailed with the 
rest of the road network, it will be necessary to pro- 
vide suitable monitoring machinery for the rural roads 
programme. In other State Roads Schemes also, it is 
necessary to ensure that too many works were not 
taken on hand and schemes once taken up are imple- 
mented as quickly as possible and according to a pro- 
per time schedule. 


9.142. The need for diversification of the sizes and 
types of commercial chicles is being taken into ac- 
count in the manufacturing programme of vehicles in 
the Fifth Plan. There will be. a relatively greater 
stress on the manufacture of large size public carriers. 
In passenger transport, a higher priority is proposed to 
be given to the requirements of public transport as 
compared with privately-owned transport. | As regards 
personalised transport, increasing emphasis will have 
to be laid on motorcycles, mopeds, scooters, etc. Our 
licensing system and financing of road transport have 
to be geared to meet these objectives fully. The 
scarcity of diesel oil in the Fifth Plan is, however, 
likely to act as a constraint on the expansion of road 
transport and measures will have to be devised to 
achieve economy in the consumption of fuel oil with- 
out impairing reasonable expansion of road transport 
industry in Keeping with the demands of the country. 
In this context, the limited road freight capacity should 
as far as possible be utilised as a complementary ser- 
vice to rail transport without dissipating scarce ге“ 
sources, as far as possible, in duplicate services, A 
close watch on these aspects is essential so that we are 
able to make optimum use of scarce resources. 


Civil Air Transport 

9.143. Modernisation and standardisation “of air 
transport fleet will receive high priority in the develop- 
ment of air transport in the Fifth Plan. Our intention 
is to provide an integrated service by Air India and 
Indian Airlines. On certain internal trunk routes, 
Indian Airlines are at present using services provided 
by Air India. Similarly, a real time computer reser- 
vation system is to be ared jointly by Air India and 


Indian Airlines in the Fifth Plan. Safety oriented navi- 
gational and operational facilities will be implemented 
expeditiously. Improvement of the existing network 
of air transport facilities will receive higher priority 
rather than extension of the network itself. These 
are some of the important policy directives which have 
to be kept in view in monitoring and implementing 
the civil aviation development programme in the 
Fifth Plan. 


Communications 


9.144. Development of telecommunications is the 
.most important programme under Communications. 
In the Fourth Plan, the programme for communica- 
tions did not proceed according to schedule. The 
main reason for the shortfalls was non-availability of 
requisite equipments from the producing factories 
which resulted in imports from foreign countries. 


9.145. During the Fifth Plan, considerable em- 
phasis is being placed on indigenous production of 
equipment and the direct imports would be reduced 
to the minimum. The requirement of various types 
of equipments by the P & T Department and other 
users has been assessed in detail by a high-power 
Committee. The capacity of the existing factories is 
proposed to be stepped up and new factories will be 
set up in accordance with the recommendations of the 
Committee. Apart from increasing the capacity of 
the factories, it will be necessary to resort to farming 
out of components to ancillaries so that the main fac- 
tories concentrate on production of major items. It 
is expected that this measure will help in a large way 
in getting the supplies of various components accord- 
ing to requirements. 


9.146. The P&T Department propose to streng- 
then their organisation so that the programmes of the 
factories for production of equipment are monitored 
and delays avoided. In this connection, particularly at- 
tention will have to be given to the establishment of 
the new Switching Equipment Factory at Rae Bareily 
according to schedule because this is going to be the 
most critical item for the development programme of 
telecommunications. In spite of large development 
programme for the Fifth Plan, the direct foreign ex- 
change requirements of P & T are estimated at Rs. 55 
crores against Rs. 58 crores for the Fourth Plan. 


9.147. In order to improve the fiscal and physical 
performance in the transport and communications 
Sector as a whole the quest for internal efficiency has 
to be carried out relentlessly. Adequate utilisation of 
the capacities created would receive utmost conside- 
ration. In consonance with the modern trend the 
transport and communications sector have to work to 
the principle that the users are becoming more and 
more service sensitive. 


(£) Implementation of ро Science and Technology 
ап 


9.148. Implementation of various science and tech- 
nology programmes under the agencies like the Ato- 
mic Energy Commission, the CSIR, ICAR, ICMR 
etc. would be undertaken by the agencies themselves 
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or by the institutions under those agencies. All the 
programmes under the ministries would likewise be 
implemented by the concerned ministries, institutions 
or organisations set up by them. The implemen- 
tation of the programmes involving more than one 
ministry, agency or institution would on the other hand 
be undertaken and coordinated by the Department of 
Science and Technology (DST) with the help of the 
concerned ministries, agencies or institutions. It has 
been envisaged that the funding of such programmes 
involving more than one ministry, agency or institu- 
tion, would also be done through the DST. 


9.149. Concurrent with the implementation of the 
programmes, a procedure for monitoring and evalua- 
tion would be necessary, not only for the purpose of 
reviewing the progress of the financial and physical 
outlays on a periodical basis but also for regular as- 
sessment of the results achieved in relation to the 
efforts put in, identification of the bottlenecks and 
their removal, continuous updating of priorities and for 
deciding the future courses of action in the light of the 
latest technological advances abroad and the prevail- 
ing socio-economic climate within the country. This 
will be done by the implementing agencies, who will 
set up suitable organisations for this purpose, wherever 
they do not already exist. 


9.150. In addition, the monitoring and evaluation. 
of programmes, irojeces of national importance and 
those falling within the purview of more than one 
ministry. or agency would be done by the Depart- 
ment of Science and Technology, where an appropriate 
cell manned by specialists would Бе set up for the 
purpose. The Department of Science and Techno- 
logy would obtain necessary assistance from the minis- | 
tries and the agencies concerned in the monitoring 
and evaluation of such programmes and would make 
available the reports of its various monitoring and 
evaluation groups to the Planning Commission and tol 
concerned ministries and agencies responsible for the 
implementation of these programmes. ‘The Planning 
Commission and the ministries/agencies ^ concerned 
would take appropriate action to a ply the necessary 
mid-course corrections etc., in the light of the reports 
received from the monitoring/evaluation groups. 


SECTION ІП 
Other aspects of implementation 


Monitoring and Evaluation 


9.151. One of the factors that is hindering the im- | 
plementation of the plans is the lack of adequate moni- 
toring and evaluation inputs. During the Fifth Plan | 
period, it is proposed to build up an effective organi- 
sation for this purpose. It will consist essentially 0 
three parts. 

(a) A Central Monitoring & Evaluation Organi- 
sation (MEO). 

(b) Monitoring and Evaluation cells in the imple- 
menting agencies at various levels. 


(c) Programme Evaluation Organisation. 


The monitoring and evaluation process 


9:152. The main objectives of the Monitoring and 
Evaluation (M&E) process is to assist implementing | 


facilities which have already been created and that 
фу new projects which are undertaken are executed 
time and within cost estimates. It is essentially a 
ice function. i 


hoose a selected set of critical parameters to monitor 
progress of the various projects under their con- 
trol at less frequent intervals. Finally, there are often 
several such Central organisations under the control 


corporations/projects will be monitored and not others 
but will involve watching certain critical activities in 
the industry as a whole with the objective of ensuring 
that the department is able to evaluate actual and 
potential progress in regard to the achievement of 
quarterly, annual and the Five-yearly plan target for 
peed and re- 


ЫА 
each activity. The stress must be on s 


liability than on complete accuracy. Much valuable 
time may be lost and very little gained in trying to go 
into unnecessary detail. ал 


- 9.154. An effective M&E system is intended not 
merely to keep the implementing agency adequately 
ànd promptly informed about the progress of projects 
but to give advance warning of areas where potential 
bottlenecks or short-falls are likely to arise so that 
Suitable remedial action can be taken in time. Wheie 
Such remedial action calls for inputs/decisions outside 
the purview of the implementing agency, these should 
be referred to the appropriate authorities in sufficient 
time for them to take corrective measures. 

| 


The organisation of the Monitoring and Evaluation 
pun functions, for Industries, Minerals and Power 
lan 


9.155. The M&E function in its fully developed 


form has not been fully utilised except in the саяс, 


of a few projects and organisations in the public or 
private sector.’ It is even weaker when it comes to 
other sectors of the plan. 


_ 9.156. It is unlikely however that any substantial 
progress can be made towards strengthening the M&E 
function unless the apex bodies namely the depart- 
ments of Government at the Centre and the State 
first accept the need for this service and equip them- 
selves to carry it out. It is only when this is done 
that the stimulus and pressure required to put in M&E 
systems in subordinate organisations right down the 
line can be created. In addition, even if there was 
an adequate M&E function being performed at these 
lower levels, without a proper M&E group to assist 
them, the apex agencies would be incapable of assimi- 
lating and analysing the data which they received and 
тау either take no action or the wrong action. 


lil 


9.157. Effective М&Е groups could do much more 
than assist the apex agencies in ensuring effective im- 
plementation of project plans and schemes. They could 
well assist in many other areas such as the planning 
process within the departments of Government so that 
the ministries have alternate strategies available in 
case of emergencies and are better prepared for work- 
ing out their annual plans as well as for preparing a 
Shelf of projects for the Sixth Plan. They could also 
contribute towards policy formulation in fields such as 
pricing and licensing. In view of their crucial im- 
portance, it is necessary to spell out in some detail 
pe ee monitoring and evaluating cells will be con- 
stituted, 


9.158. The manning of these cells, one of which 
should be set up for each major industry, should be 
done by the secondment of managers at various levels 
from the counterpart public sector undertakings and 
field organisation from both the project construction 
and operating sides. They will be supplemented by 
officers from consultancy and design organisations 
familiar with that industry e.g. National Industries 
Development Corporation, Engincering Projects India, 
Water and Power Consultancy Services etc. and scien- 
tists. The size of the group would depend on the com- 
position, complexity and size of the industry. These 
cells would avail themselves of the services of an 
economist, accountants and a system specialist who 
еен provide a common service to several of these 
cells. 


9.159, The cells should be headed by persons of 
sufficient stature to enable them to secure the coope- 
ration of corporations they will be dealing with and 
the Government departments in which they work. 
Their first task will be to get the various agencies with 
which their departments is concerned to prepare by 
the 1st April, 1974 detailed’ quarterly, annual and 
Five-yearly operating plans using the network analysis 
form both for bringing existing projects to full capa- 
city as rapidly as possible and also for executing pro- 
jects in accordance with targets laid down in the Five 
Year Plan. The network will have to cover inputs of 
materials, requirements of finance, programme for re- 
cruitment and training of personnel, completion of 
any changes in organisational structure or creation of 
new ones etc. Priority must be given to maximising 
utilisation of existing capacity and bringing on stream 
quickly projects which are due to be completed in the 
next year or two. After doing so, they will have to 
then monitor progress in the manner indicated earlier. 


9.160. In the case of private sector projects in the 
key industries, once an industrial licence has been 
issued, within three months the entrepreneur will be 
expected to produce a network in the same way as 
public sector projects. This network will set out 
the time-frame on which the project is to be executed 
indicating what and by when any inputs expected 
from Government will need to be provided. These 
inputs should then be made available in accordance 
with an agreed network and such projects will also be 
monitored by the cell. It may not be possible for the de- 
partment to carry out the effective monitoring of the 
large number of corporations/projects/schemes under 
their purview manually and data processing systems 


may have to be devised. To begin with, any spare time 
available on existing computers could be used but 
ultimately as the volume builds up, departments may 
find it necessary to equip themselves with their own 
computers. 


9.161. In order to prevent these cells from stagnat- 
ing. the personnel of these cells should be periodically 
returned to the corporations or agencies from which 
they were drawn. In fact, an attachment to these 
cells should be seen as a part of the career devclop- 
ment plan for personnel in the operating companies. 


The organisation of the concurrent Monitoring and 
Evaluation (M&E) functions for the Agriculture & 
Irrigation Plan 


Agriculture 


9.162. As the main thrust of the Fifth Plan is on 
area development programmes and mass programmes, 
the monitoring and evaluation has to start in the 
district. As monitoring and evaluation has been con- 
ceived as aids to planning and implementation, it is 
obvious that the planning structure has to be closely 
linked with the monitoring and evaluation system. 
The District Planning Organisation is too general to 
meet the detailed needs of the varied and-complex agri- 
cultural programmes. It is, therefore, proposed that 
there should be a separate Planning, Monitoring and 
Evaluation Cell in each district for the Agricultural 
Plan alone and the Cell should be suitably staffed 
with not only technical specialists but also economists 
and statisticians. This Unit will be linked to a Plann- 
ing, Mointoring and Evaluation Cell at the State 
headquarters. It is obvious that such a Cell is 
perferably comprised of all the disciplines that go into 
the Agricultural Plan and is under the supervision of 
the Agricultural Production Commissioner. The Mi- 
nistry of Agriculture have placed the Planning cell in 
charge of the Adviser in the Economics and Statis- 
tics Directorate. It is necessary that a strong Plann- 
ing, Evaluation and Coordination (PEC) Division is 
created in the Ministry with the necessary technical 
expertise to deal with the planning, monitoring and 
evaluation functions. The Head of this Division 
should be selected for his capacity to take a compre- 
hensive view of agricultural planning and analysing the 
monitoring and evaluation data that is thrown up by 
the States. In the work of this Division, it will be 
helped by the Economics and Statistics Directorate 
which should supply the statistical data and also 
through its Economic Division supply the economic 
‘analysis required for the Plan. This Division should 
liaise with the State Units for Planning, Monitoring and 
Evaluation and keep the planning process and the 
monitoring process upto-date and formulate the evalua- 
tion techniques and directions which are considered 
essential to achieve the objectives of the Fifth Plan. 
The format for the monitoring of the various prog- 
rammes and projects, which are considered essential 
for the State to control their Agricultural Plan, should 

be drawn up in each State. The format for monitor- 
ing of various programmes and projects that the Cen- 
tre considers necessary for the national programmes 
shall be drawn up in the PEC Division in the Ministry 
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of Agriculture in consultation with the Planning Com 
mission. PEC Division of the Ministry of Agricultur 
should send the periodical monitoring and evaluatig 
data to the Agriculture Division in the Planning Com 
mission. The Planning Commission will have 
Monitoring and Evaluation Cell attached to the Agr 
culture Division which will have a suitable officer who 
can act as a troubleshooter in liaison with the States 
and the Ministry of Agriculture and enable the Plann- 
ing Commission to suggest remedies and also initiate 
remedial action where it is possible at the Centre, 
Thereby, a comprehensive monitoring and evaluation 
system will be built up with the objective of evaluating 
the performance during the Fifth Plan and taking 
corrective action within the Plan period. 


9.163. One of the crucial inputs for monitoring js 
data and statistics relating to ор production and other 
connected matters. In the Fifth Plan, a number of 
measures are contemplated for strengthening the 
machinery for compilation and analysis of statistics 
relating to crop production, livestock production and 
forestry. 


9.164. In the States, the Agricultural Production 
Commissioner or the Development Commissioner helps 
in the coordination required by the Agriculture Depart. 
ments from the other departments of Government, 
In this, the Planning, Monitoring and Evaluation Cel| 
can help the Agricultural Production Commissioner 
the Development Commissioner. In the Centre, tht 
various divisions of the Ministry of Agriculture deal 
with the other Ministries directly in problems of co- 
ordination with those Ministries. It is desirable that tht 
PEC Division is kept informed of the problems and, 
at the same time, the Planning Unit passes on to the} 
divisions concerned the point where coordination from 
other Ministries is lacking and urgent action is re- 
quired. The PEC Division can also pass on problems) 
relating to the area development programmes. to the| 
Monitoring and Evaluation Cell in the  Planning| 
Commission so that the necessary coordination сап Ве 
immediately achieved in the Central Coordination 
Committee. Іп other cases also where serious im; 
pediments to the agricultural programme can arise, 
the PEC Division must keep the Monitoring and Eva] 
luation Cell of the Planning Commission immediately} 
informed. 


Irrigation 


9.165. In each project there should be a Moni 
toring Cell which should, from the various returns 
regularly submitted in all construction works, tabu 
late periodical information with relation to: 


(1) physical progress in relation to targetted 


programme; 


(2) financial progress: 


(3) funding schedule: 


(4) key construction material like steel and 


cement; 


(5) plant, machienry and foreign exchange 12 
quirements; 


| апа Power. 


(6) identification of bottlenecks and steps taken 
to remove them; and 

(7) creation of irrigation potential and utilisa- 
поп. 

This cell should liaise with the agricultural authorities 


| and see that the corresponding command area develop- 
теп: takes place according to the schedule so that 


‘the irrigation water can be utilised to the best efect 
as planned. Periodical returns should be submitted 
by this Monitoring Cell to the Ministry of Irrigation 
' Different staggered reporting periods 
may be fixed for the various major irrigation projects 
in the country by the Ministry so that there is no 
cluttering up of information and there is time for 
analysis and presentation. 


9.166. The Ministry of Irrigation and Power in 


| conjunction with .C.W.P.C. should have a separate 


self-contained monitoring organisation which will re- 
ceive the periodical reports from the Monitoring Cells 
of the various projects. This organisation will col- 
lect information quarterly in respect of all such pro- 
jects on the basis of staggered schedule. The informa- 
tion will be under the seven heads mentioned for 
the Project Monitoring Cell The reports should be 
carefully scrutinised, analysed and consolidated. In 
particular, the CWPC should go into the detailed 
annual phasing of construction, requirements of funds 
and the position regarding availibilty of critical 
materials with a view to ensuring that the construc- 
tion proceeds in such a way that benefits accrue pro- 
gressively as the money is spent. Such special asses- 
ments should be available before the Annual Plan 
discussions so that the Working Groups can formu- 
late their proposals on a realistic basis. The infor- 
mation in respect of these points should be periodi- 
cally forwarded to the Central Level Committee. It 
would be an important function of this Committee 
to consider such reports and to take appropriate 
measures in regard to the proper phased construction 
of the projects as well as for ensuring the availability 


of cement and steel. 


9.167. A Motitoring Cell shall be provided in the 
Irrigation Division of the Planning Commission, to 
service the Central Coordination Committee and take 
follow-up action on its recommendations. This 
Monitoring Cell and the Monitoring and Evaluation 
Cell in the Agriculture Division will work together 
conjointly under the supervision of the Head of ihe 
Monitoring and Evaluation of the  Agricul- 
ture Division who will work directly under the Mem- 
ber in-charge of Agriculture and Irrigation. 


Monitoring and Evaluation Organisation (MEO) in 


ihe Planning Commission 


9.168. This newly created organisation, like the 
cells in the departments of Government, 15 also ~peing 
conceived of essentially as а service organisation. Jt 
will have, when fully developed, three major objec- 
tives: 

Firstly, to provide the Planning Commission 
periodically with an analysis of the progress bemg 
made in regard to the achievement of plan targets. 
indicating broadly the causes of any slippages and 
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assisting it in optimising the use of resources in а 
way which best subserve the overall objectives of 
the Plan. Secondly, to provide such assistance as 
ii can to the various implementing agencies in the 
execution of their plans. Thirdly, to provide assist- 
ance to the existing bodies, committees etc. which are 
concerned with coordination at the apex level of the 
progress of developmental activities. 


In the first instance, the MEO will confine its 
attention to certain key sectors of the economy, 
namely, steel and non-ferrous metals, coal, heavy en- 
gineering, power, petroleum, petrochemicals, ferti- 
lisers, peper, cement and transport—mainly railways. 
The rationale for doing so is to concentrate attention 
on those sectors which have the greatest impact on 
rates of growth of the economy on the generation of 
resources and on the balance of payments position. 
They are also a group of activities which are so 
closely inter-related that inter-sectoral coordination 
is essential if the plan in any single sector is not to 
go out of phase. Subsequently depending upon the 
experience gained, it will extend the scope of the 
activities to other plan projects and schemes. 


Functions of the MEO 


9.169. One of the first tasks of the MEO will be to 
assist in setting up expenditiously monitoring and 
evaluation cells in those departments of Governmeut 
responsible for implementing the plans in the indus- 
tries and services on which it will concentrate. 

When this done, the MEO will request for such in- 
formation as it requires from these M&E units and 
keep in close touch with them with the following 
purposes in mind: 


(i) Assisting the department in the implementation 
of their plans 


Particularly in critical areas where it appears that 
slippages are likely to take place, the MEO could 
jointly examine with the cells and departments con- 
cerned what remedial action is necessary and provide 
any assistance required in seeing that such action is 
taken in time. 


9,170. A typical фаш of this is the supply of 
insufficiently washed coal to certain power plants 
as a result of which severe damage Was caused to 
the equipment leading to an acute shortage of power 
and a severe setback to industries in the region. 
This happened despite the fact that there was ade- 
quate washery capacity to wash the coal fully but 
there was no agency which was capable of pointing 
out the larger consequences of the small savings the 
washeries were secking to make. 


(ii) Phasing and Coordination of Inter-related Projects 


9.171. The MEO will be able to take а coordi- 
nated view of progress that is being made in inter- 
related activities and could make recommendations, 
where necessary, on any rephasing of projects that 
might be required to optimise the use of resources. 


“ 


A typical example of such optimisation could be in 
терага to a major project which requires substantial 
inputs of power, rail transport, water supply and coal 
to go on stream. If it appeared that, despite all 
efforts, any one or more of these inputs was going 
to lag significantly behind the rest and that no re- 
medial action to bring it in phase was likely to suc- 
ceed, then “һе MEO could make recommendations 
on how the other inputs as well as the project itself 
could be rephased in order to release scarce resources 
such as, finance (both rupee and foreign exchange), 
cement, steel etc. for other more productive uses. 


Gii) Allocation of scarce resources 


9.172. Where there are conflicting demands оп 
Scarce resources, such as raw materials and power, 
and services such as railway transport, the MEO 
could make recommendations on how these should 
be allocated in order to ensure that the key activities 
are not allowed to suffer. A typical example of 
Where such advice could have been bene- 
ficial in the recent past is in regard to priority allo- 
cation of power in the eastern region to key indus- 
tries such as steel, coal, Copper, etc. 


(iv) Stock-piling of scarce raw materials 


9.173. The MEO may also be able to advise on 
the location and size of stock-piles or dumps of scarce 
materials, e.g. cement and with may be required 
for a number of core industries operating in the same 
geographical area. This may be more advantageous 
than each project carrying excessive inventories in 
order to protect itself against failures in supplies and 
could reduce pressure on critial services such as 
railways. 


(v) Procedural delays 


foreign exchange, import 
The MEO is well posi- 


The Programme Evaluation Organisation 


9.175. Studies in evaluation are undertaken to 
examine the on-going programmes and determines 
aS іо which of these should be continued, with 
or without modifications, in the Subsequent annual or 
five-year plans and also to build Up a corpus of opera- 
tional experience for formulating more effective plans. 
Evaluation involves not only the appraisal of quantita- 
tive progress and the appropriateness of the concep- 
tual, administrative and procedural framework of pro- 
grammes but also an examination of their broader 

implications in terms of popular Tesponse, socio-eco- 
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nomic impact and relevance in the context of changing 
conditions, norms and aspirations. 

9.176. The Programmes Evaluation Organisatio; 
(PEO) was set up in the Planning Commission in 
1952 while Evaluation Organisations were established 
at the State level during the third five year plan 
period. Apart from carrying on studies on its own, 
Ше P.E.O. is also responsible for helping the State | 
organisations in designing studies, Suggesting improve. 
ments in their organisational framework and organis- 
ing training of personnel functioning at different levels, | 


9.177. While on an aggregative basis, evaluation 
appears to have gained considerable momentum, the | 
performance of evaluation organisations, in terms of 
the range of studies undertaken as well as the follow- Я 
up of recommendations, has been uneven. This is 
because in some States, Evaluation Organisations are 
still more adjuncts of the Bureaux of Economic and 
Statistics with hardly any expertise or field staff for 
either introducing qualitative and administrative dimen- 
sions in the designs of studies or the colle tion of 
field data for covering a large number of activities, 
So far as follow-up is concerned, many States have 
set up Evaluation Advisory Committees of senior offi- 
cials with the responsibility of ensuring careful consi- 
deration and implementation of the recommendations 
emerging from Evaluation studies, This, however, 
not proved as effective as the high-powered Eva 
tion Advisory Boards which have been set up in some 
States with Chief Ministers as Chairman and technical 
experts and representatives of various professional | 
groups as members. 


9.178. It is proposed to give special atien- 
tion to the removal of those inadequacies in the 
evaluation process during the Fifth Plan period. In 
this connection, it would be relevant to note that the 
setting up of State Planning Boards/Commissions and 
the strengthening and reorganisation of Planning 
Departments at the State level on a functional basis, 
with the induction of technical experts belonging to 
different disciplines, during the last two years of the 
Fourth Plan, will bring in its wake greater demand 
for evaluation studies over a wide Spectrum of subjects, 


improvements in methodology in the implementation | 


of plan schemes. Now that evaluation organis 

tions have come up in practically all the 
States, it is envisaged that the Progranume 9 
Evaluation Organisation would hereafter devote 


greater attention to Central and Centrally sponsored 
programmes/projects. This, however, does not dis- 
pense with the need for taking up studies pertaining 
to activities and programmes of national importance 
falling within the purview of State Plans, in collabora- 
tion with State Evaluation Organisations. In addition, 
the P.E.O. will have to assume the responsibility for 
functioning as a clearing-house in respect of studies 
and methodologies and also as a forum for the deter- 
mination of evaluation priorities. In recognition of the 
importance of evaluation as an instrument of better 
planning and effective implementation, most of the 
States have decided to augment their organisations 
during the Fifth Plan period. The Fifth Plan outlay 


іш Evaluation in the State Plans will be over Rs. 1.00 
‘gre. This will largely go towards the augmentation 
‘the field staff and also in certain cases for induct- 
ing technical experts at the State level to improve the 
methodological content of evaluation studies. In sonic 
cases, provisions have also been made for availing of 
consultancy services to identify the variables and lay 
down the framework of quantification for the study of 
projects involving complex technologies. 


9.179. During the Fifth Five Year Plan, evaluation 
studies will have to cover a wide feld particularly in 
relation to programmes which have been continuing 
from previous plans. Priority will also have to be ac- 
corded to the study of schemes relating to afforesta- 
tion, soil conservation, production of pulses and cash 
crops, animal husbandry and dairying, promotion of 
small and village industries, operation of financing 
and promotional institutions and the welfare of 
Scheduled Castes and Tribes and other disadvantaged 
sections of the community. Particular attention in 
this conection will have to be paid to special schemes 
such as Small Farmers Development Agencies, Mar- 
ginal Farmers’ and Agricultural Labour Projects, In- 
tegrated Programmes for Tribal Development and 
drought Prone Areas Projects. 


Maragement Information and Control Systems 


9.180. The absence of scientific Management in 
formation and Control System has been one of the 
shortcomings of the present system of implementation. 
Since the existing system of budgeting and accounting 
classification are not amenable to performance bud- 
geting, a Committee was set up by the Ministry of 
Finance to make recommendations for a new classifi- 
cation system which would facilitate performance bud- 
geting and performance audit at various levels. 
This Committee has already given its recommenda- 
tions which have been accepted by the Government. 
It is, therefore, envisaged that during the Fifth Plan 
it will be possible to undertake performance budget- 
ing on the basis of the new accounting classification 
and improve. project formulation at the Ministry and 
State levels. 


Annual Planning 


9.181. It is proposed to introduce suitable chan- 
ses in the process of annual planning in order 
to make it an efficient instrument for the effec- 
tive implementation of. development programmes. 
Uptil now, this process has been looked upon 
largely as a mechanism for the allocation of the avail- 
able financial resources among States, Ministries and 
schemes and not as a means of modifying priorities, 
improving programmes performance and establishing 
closer correlations between inter-related activities in 
the light of experience. It has, therefore, been decided 
that in the Fifth Plan allocattion of funds for annual 


plans of ‘Ministries and States should be based upon’ 


areful study of the prevailing socio-economic 
; (b) a re-examination of Plan priorities par- 
ticularly in the light of contingent factors; (c) a detail- 
ed assessment of progress of various projects and 
programes; and (d) the requirements for continuing 


conditi 
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new programmes in priority sectors. One of the 
objectives of this strategy would be to ensure that, 
within the overail parameters laid down in the Five 
Year Plan, the tempo of work for important schemes 
will be determined in the light of the stage of opera- 
tions and organisational capabilities. The endevour 
should be to adjust annual allocations to States and 
Ministries upwards, where this is found necessary in 
order to maintain the tempo for the implementation of 
priority programmes and to achieve the pre-determin- 
ed physical targets. In doing so, however, it may be 
necessary to keep in view all circumstances includ- 
ing the general economic condition and the need to 
restrain deficit financing. 


9.182. In order to give an operational orientation 
io annual planning, it is envisaged that in addition to 
determining budgetary allocations, annual plans 
should also make specific allocations of institutional 
resources, materials and equipment and foreign ex- 
change among different sectors and projects on the 
basis of detailed exercises. It is also proposed to 
develop some criteria in consultation with States and 
Central Ministries and provide suitable | incentives 
and sanctions. to encourage profitability of public sec- 
tor projects and utilities, raising of adequate resour- 
ces by State Governments and proper implementa- 
tion of programmes. In this context, the experience 
in relation to the earmarking of outlays for priority 
sectors/programmes and determining accrual оѓ 
Central assistance in the light of shortfalls against 
the earmarked outlays will have to be studied in 
considerable detail. 


Other Measures 


9.183. In addition to the above measures for 
monitoring and evaluation, management information 
& control and annual planning, it will also be neces- 
sary to take effective steps for (a) public participa- 
tion; (b) training; and (c) research into the opera- 
tional procedures and decision-making. 


Public Participation and Commitment 


9.184 As has been indicated eariler, public com- 
mitment is an essential pre-requisite for proper im- 
plementation, particularly in relation to measures for 
bringing about structural changes. One of the main 
instruments for this has to be the political process 
since political parties have the organisation and the 
power to create an appropriate ethos for setting up 
review panels, providing a favourable environment 
for the growth of institutions such as cooperatives, 
panchayatiraj bodies, etc. and preventing deviations 
from the policies adopted at {һе national level. 
'This, however does not mean that government agen- 
cies at various levels, academic institutions etc. have 
no role to play in this respect. It is, in fact, one 
of the responsibilities of the government to see that 
its policies are not only widely understood Бу the 
public but also that their success is ensured through 
the involvement of voluntary, professional and local 
self-government institutions in decision-making as 
well as implementation. Likewise the association of 
academic institutions in the development of such insti- 
tution would be of mutual benefit. 


_9.185. Successive plans have suggested measures 
- for bringing about public participation and commit- 
ment and in this conection stress has rightly been laid 
- on the positive role of Panchayatiraj institutions and 
organisations of farmers, youth, consumers, artisans 
industrial workers, etc. In actual practice, however. 
the measures envisaged have not had an adequate im- 
pact on the direction or tempo of development. It is 
felt that this has been largely because development 
tasks КШ public involvement were not carefully 
assigned to various representative institutions and 
voluntary organisations along with the concomitant 
resources and built-in incentives for raising local re- 
sources or maintaining a high level of performance. 
As far as local bodies and panchayatiraj bodies are 
concerned, adequate motivation could not be created 
because schemes conceived at the national and State 
level did not contain any provision for the exercise of 
initiative either for introducing modifications ог for 
the taking up of supplementary activities to suit 
local conditions. 


9.186. In the Fifth Five Year Plan, the stage has 
been set for meaningful participation of panchayatiraj, 
local self-government and voluntary institutions by the 
decision to take up a large number of Minimum Necds 
Programmes comprising activities such as rural roads, 
health centres, water supply etc. 


9.187. A further step in the right direction will be the 
creation of adequate corpus of funds foreach district 
threugh the disaggregation of the divisible resources 
in the State Plans. Most of the States have taken up 
studies to idertity the programmes in respect of which 
decisions should be taken-up- at the district and lower 
levels and in some cases committees ^ and councils 
consisting of local officials, representatives of local 
institutions and members of State and national legis- 
latures with the responsibility for planning and imple- 
mentation at the local levels. It. is necessary that 
adequate authority should be delegated to them. 


Training for Plan Implementation 


‚ 9.188. The increasing assumption of responsibili- 
* Чез by the government and the growing complexities 
of the development process have made it imperative 
that programmes for institutional and in-site training 
should be taken up for a large number of technical, 
administrative and managerial functions, Apart from 
imparting technical information and devel aping the 
skills required for various developmental tasks, train- 
ing programmes can also play an important role in 
creating a proper orientation in the administrative 
machinery responsible for the implementation of pro- 
grammes requiring the mobilisation of public support 
or aimed at bringing about institutional changes in 
society. 


9.189. During the earlier plan ‘period, some be- 


ginnings have been made in developing training capa- 
bilities by setting up institutes of Management, public 
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and Economic Administration and technical training 
In addition, departmental agencies in the Central а 
well as State Governments have taken up programme 
of institutional as well as on the job training fg 
dillerent types of functionaries working at vario 
levels to which reference has been made in саг 
Chapters. It is necessary that this training acti 
should be stepped up to meet the identified nee 
the Fifth Plan programmes. The planned particip 
of departmental agencies, universities, research ог 
nisations and public as well as private institutions 
has to be secured. In this context, particular attend 
tion will have to be paid to the development of train- 
ing programmes for top and middle-level administras 
tors, senior officers of various technical departments 
апа representatives of cooperatives, financing and pro: 
motional institutions and voluntary organisations who 
have obviously a key role to perform in the develop: 
тегі as well as the implementation of policies. This 
should include deputation and secondment of these 
personnel who will run organisations in the field. If 
will also be necessary to examine as to whether the 
present framework of academic policies and adminis 
trative procedures provides adequate facilities and in 
centives to public servants to augment their academi 
апа technical qualifications for more effective ре 
formance of their duties. It may be relevant 
mention in this connection that while a number off 
well-known foreign universities offer courses specially} 
tailored for administrative and technical personnel 
from developing countries, very few Indian Univers 
ties have taken any steps in this direction. . Steps. wil 
be taken for the development of similar programme 
in the indigenóus institutions during the Fifth Pla 
period. 


Research in Administration 


9.190. While a great deal of basic as well a 
Operational research has been undertaken during thé 
last two decades in relation to the economic and 
technical aspects of development, few studies hay 
been taken up except under the auspices of the 
Administrative Reforms Commission, to develop in 
Sights in respect of the problems of motivation, coms 
mubication, delegation and control, coordination and 
decision-making in government and quasi-government® 
organisations ^ The result is- that. even though there 
is widespread feeling that the existing structures and 
procedures are not in consonance with the orientation 
and functions assumed by the government and оё 
authorities, it-has‘not been possible to plan scienti 
fically the steps that are necessary to bring about @ 
radical improvement in administrative procedures ! 
practices and attitudes. It is proposed, therefore, that 
adequate. resources will be earmarked during 106 
Fifth Plan period for taking up exploratory, diagnos 
tic and evaluatory studies in relation to the above) 
mentioned - aspects of administrative mechanisms 
fusctioning at various levels. ^ 
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